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CoM^flTTEE ON INTERSTATE AND FoREIGN COMMERCE, 

House of Representatives, 

Thursday^ January ^, 1919. 

The committee met at 10.30 o'clock a. m., Hon. Thetus W. Sims 
(chairman), presiding. 

STAT£M£in: OF MB. WILLIAM B. COLVEB, CHAIBMAN FEBEBAL 

TBABE COMMISSION— Besumed. 

The Chairman. The committee will please come to order. Mr. 
Colver, you can take up your line of testimony and proceed in your 
own way for the present and make any additional statement you 
desire to make until you are interrogated by members of the 
committee. 

NUMBER OF CONTROLLED AND PARTLY CONTROLLED COMPANIES. 

Mr. CoLVER. Mr. Chairman and gentlemen of the committee, we 
had spoken of the very great extent to which the process had gone 
of bringing together in a relatively small group the control not only 
of the meat-packing business but of related and unrelated businesses. 
That was a sort of general statement Specifically, I should like to 
say now that the number of companies which the Federal Trade 
Commission's investigation has shown to be subsidiary to or affiliated 
with the five large packers is ready to be shown this morning. The 
statement is taken as approximate and subject to slight revision; 
approximate in that the Federal Trade Commission does not pretend 
to say that it has discovered all the concerns or companies or busi- 
ness enterprises which are controlled either by total ownership or 
partial ownership, or contract for marketing, or taking the entire 
product of a company or otherwise. 

AVe do not say we have found them all. The number known to be 
controlled by one or more of the packers I will show you when I 
come to a table which I am about to read ; then the number in which 
one or more of the packers have a minority interest; and finally the 
number of companies in which they are interested, but in which the 
extent of their interest has not been ascertained. There are 665 com- 
panies that are controlled, and of those 125 are trade-name com- 
panies; that is, companies either not having any corporate existence, 
<»r companies legally organized but not engaged in active business, 
although their names are used as trade names. The number of com- 
panies in which one or more of these five large packing concerns 
—that is to say, Armour, Swift, Morris, Cudahy, ana Wilson — have a 
controUinff interest is, as I say, 665. Of those, 540 are active com- 
panies ana 125 represent trade names. A minority interest is held 
l>y one or more of the five packing concerns we are speaking of with 
respect to 35 companies, and there is an interest, the extent of which 
^^\ not been ascertained by the commission, to the number of 50, 
^ hich brings the total of companies up to 750. 
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I had expected to have and hope to have before the hearing tills 
morning is over a tabulation showing what these commodities are 
and how far they are divorced — not divorced ; quite the contrary of 
divorced — but how far they are from relation to the meat-packing 
business. This list I hope to have here, as I say, before we close this 
morning, and until it comes I will not try to say from memory how- 
many of those commodities there are nor will I try now to give a list 
from memory. 

The Chairman. You can put it in as a part of your hearing. 

POWER TO CONTROL WHOLESALE AMD RETAIL GROCERY TRADE. 

Mr. CoLVER. It is being written and as soon as it comes in I will 
put it in the record. I am sorry that list is not here for the reason 
it had been thought it would be interesting this morning, and per- 
haps this is the proper place in the record to bring it to the atten- 
tion of the committee and to show them definitely what we mean 
when we speak of the bringing together of related and unrelated 
commodities in single or narrow control or in a few hands. A study 
of that list by the committee will show, I think, what we mean when 
we say that a very great, in fact two very ^reat nation-wide indus- 
tries of the country are actually threatened as to their existence by 
this present tendency. I speak of the canning industry and of the 
wholesale grocery industry. 

I may say that since I said before the committee the other day 
that if the present tendency were continued the wholesale grocery 
would disappear as an independently operated business in this coun- 
try in five or six years and that the retail groceries, as such, that is 
as independently operated concerns, would just about be due to dis- 
appear in 10 or 12 years — I do not like to quote things where I 
can not give the name of my authority, but in this case I am 
going to speak of a letter which was written me with the request 
that the writer's name be not used. The letter is from an executive 
officer in a very large or relatively large, we will say, chain grocery 
store concern, and he called attention to the statement which has 
been made before this committee by myself that the retail grocery 
would tend to disappear under the present tendency within 10 or 12 
years, and he said that that was not only absolutely true but that 
these concerns had now the power and the facilities for doing in 10 
days at any time that they might so desire what we had said might 
be done in 10 years and where we said that the present line of 
progress indicated that it would come to pass in 10 years. We have 
received many letters 

The Chairman. Mr. Colver, may I interrupt you right there? Is 
it your purpose to state somewhere in your hearing the reason why 
you make that statement and what the evidence or the facts are by 
which you arrive at such a conclusion? 

Mr. Colver. Yes. 

The Chairman. I do not ask you to do it now. 

Mr. Colver. The opinion is based upon two things by the com- 
mission, broadly speaking. The first is that in the tracing of the 
operations of the meat packers, both the big packers «nd the small, 
independent packers, the commission found a very rapid increase 
in the number of commodities that were being hanclled through the 
branch houses of the packers. 
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Attention was first drawn to that directly because as a part of 
this food investigation undertaken at the direction of the President 
and of Congress and of which the meat-packing industry investiga- 
tion was only a part, the subject of the canning industry, both canned 
vegetables treated separately and canned fish, was carried forward 
as separate parts of the general investigation, and without any 
reference at that time, or without any intercommunication, perhaps, 
between the men who were investigating the meat-packing industry 
and the men who were investigating vegetable canning and the fish- 
canning industry. 

As to the vegetable canning and salmon canning, it was very soon 
found that the packers, the five great packers, or some of them, 
were extending very rapidly into those two industries. That at- 
tracted attention to their extension into fields which related to meat 
substitutes, food products in general, and then later led us on to 
find that they deal in such unrelated things as coal, for instance. 

To answer more directly your question, then, finding that this 
widening of, the sphere of influence, first having had our attention 
attracted to it, then we observed the rapidity with which it was 
going on and the extent to which it was going on, until, as I say, it 
was summarized in the finding that some 750 different companies 
have been either, with respect to 665, actually controlled, or with 
respect to the whole 750 either controlled or steps being taken which 
in the cases of the 665 have led to control, and we found that was 
going on very rapidly. 

Tlie Chairman. Do I understand that those 750 companies are 
not strictly meat-packing industries? 

Mr. CoLVER. On, no ; very many of them are not. Then, following 
that, we come to the second endeavor on the part of the commission 
upon which we based the opinion that the wholesale grocery busi- 
ness is threatened with annihilation or absorption. This was the 
sending of a questionnaire to the wholesale grocers of the country 
to get their composite opinion; the best judgment of that industry 
on tlie present tendency, and get their view of the situation with 
respect to the extension of the packer activity into their fields. That 
brought to us a mass of information and expert business judgment 
and opinion. I am sorry that this morning I have not that boiled 
down in sufficiently concentrated form to have, it really useful for 
the record. We can do that. We tried to be ready with it this 
morning, but we have not succeeded in doing it. I might give you — 
and I take this paper at random and it is not selected-^ — 

The Chairman (interposing). It is your purpose, as I understand 
it, to file and make a part of your hearing tnis compilation that you 
are having prepared ? 

Mr. Colver. Yes, Mr. Chairman. 

(This material was subsequently furnished, and appears on p. 68.) 

I say I take this digest of one of our questionnaires with replies 
at random and I shall not use all of it, but I want to give you an 
idea as to how one concern viewed this thing. 

VIEWS OF R. C. WILLIAMS & CO. 

R. C. Williams & Co., importers, exporters, and manufacturers of 
food products, of New York City, were sent the questionnaire by the 
Federal Trade Commission with respect to the competition of the big 
packers in the wholesale grocery business. These questions were then 



50 GOVEENMBNT GOKTEOL OF MBAT-PAOKIKG IKDUSTEY, 

submitted by the company to their representatives in various parts of 
the country, their salesmen and their representatives, to the number, I 
believe, of 28, scattered all the way from Lewiston, Me., to New Jersey, 
Connecticut, New York City, South Carolina, Scranton, Pa. — ^I am 
giving you this to show you the scope of this company — and Birming- 
ham, Ala. If it is desirable, this can go in the record in detail, but 
I will not take your time now with reading it all, but will just give you 
the reply that was made to the question — 

To what extent has the wholesale grocery business been cut Into by the big 
packers In the locaUty in which you travel? 

That is, these are question^ addressed to the salesmen to report as 
to their territory, and, as I say, this one company was able to give us 
a general survey that extended from Maine to Alabama, and west as 
far as Scranton, Pa. One man reports " 50 per cent at least — 
constantly growing — wholesale grocers will be out in 20 j'ears." 

Another man says every week they have some new special which 
opens up business for their other foods. 

Another says 15 to 20 per cent; not including butter, eggs, meat, etc. 

Another says they cut heavily, particularly in canned goods and 
cereals. 

Another says, naming the customer, William H. Jordan, of Yon- 
kers, formerly bought large amount from us; they now buy a full line 
from Armour, right down to coffee. 

Another estimates the cut at 10 per cent and that is at Mechanics- 
burg, Pa. 

Another one estimates the cut in the wholesale grocery business by 
the packers at 20 per cent. 

Another one says 50 per cent on canned goods and other items. 

Another one says 25 per cent of the total business. 

Another one says not less than 25 per cent. 

Another one says 25 per cent. 

Another one says 25 per cent. 

Another one, Brooklyn, N. Y., says 10 to 15 per cent. 

Another one says: Have taken practically the whole business in 
canned meats and cereals. 

Another one says fully 25 per cent. 

Another one says fully 25 per cent. 

Another one says inroads big — selling everything but sugar and 
flour and a few other nonprofitable items. 

And this answer, which I had not seen before, suggests something 
that perhaps we can go back to briefly later and show generally the 
direction which this invasion or this inroad has taken. I think it will 
be susceptible of proof to say that the inroads which have been made 
in those items which the wholesale grocers handle, generally speak- 
ing, that yield the greatest profit in the handling, and that the least 
profitable things have been left to the wholesale grocers to go on with, 
so that the percentage of the volume of business that has been taken 
does not represent the percentage of the prosperity of the industry 
that has been taken. 

Another one of these men said 15 per cent in canned goods. 

Another one says 10 per cent of total business. 

Another one says canned goods, 30 per cent. 

Another one. New York City, says, let the packers continue to 
combine as now — and that does not mean combination among them- 
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selves, it means combination of these various comihodities in their 
control — ^let the packers continue to combine as now, and in a few 
years there will be no jobbers. 

Another one says in meat, pickles, cereals, it is at least 60 per cent. 

Another one says about one-eighth of the business. 

Another one says 25 per cent, including dairy products. 

The Chairman. These gentlemen reporting now are the salesmen 
of that one concern ? 

Mr. CoLVER. These are the representatives, as I understand it, of 
one concern which I picked up out of my pile of papers here, and 
which I had not read myself until I picked it up here. 

The same men answered the question : 

What is the explanation of these Inroads by the big packers? 

^Vnd the answers I will read briefly. 

One says branch houses in all districts ; can supply trade on short 
notice. 

Another one says prices on some of the canned goods, rice, cheese, 
etc., are close to our cost. They plan to first secure the business, 
then increase the profits, which they must and will do. The existence 
of their plants in all cities and their delivery service is a factor. 

Another says local houses — ^meaning the packers' ownership of local 
houses — and delivery service ; lower prices. 

Another one says principally price. 

Another one says cut prices with the eventual object of killing all 
competition. 

Another one says packers claim to handle additional articles at no 
extra expense, thereby selling cheaper. So they add all the overhead 
onto the cost of distributing meat where they are limited to the 9 per 
cent 

Another says branch houses sell and hpld goods, delivering as 
wanted for several months canned goods, cheese, etc. 

Mr. EscH. Is that 9 per cent the limit fixed by the Food Adminis- 
tration ? 

Mr. CoLVER. I assume that is what they are referring to. 

Mr. Hamilton. What do you mean by the limit fixed by the Food 
Administration at 9 per cent — 9 per cent profit^ or what? 

Mr. CoLVER. The regultion of the Food Administration was a limit 
of 9 per cent net profit on the investment employed in the sale of 
fre.^h meat — not only fresh meat but all meats and primary live 
^toc•k — by-products, including wool and butterine, car lines, and cold 
storage. 

The Chairman. And the overhead was all charged on the meat so 
a^ to enable them to sell the other commodities without overhead 
charges being added ? 

Mr. Col\t:r. That is what this man says. I do not adopt that 
statement. I am simply reading what this man says. At some other 
time we can make, if it is desired, a statement concerning that rather 
more in detail. 

The Chairman. I just wanted to know what this statement itself 
was. 

Mr. CoLVER. Yes. 

Another one gives as his reason combination sales as the advantage 
tlmt the packer has. 
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x\nother one says impressing the retailers that they are manu- 
facturers and packers «nd so giving them the opportunities of direct 
buying, indicating that there is^ a saving to deal with the packers 
rather than to deal with the wholesale grocers. 

Another one says — let us see who he is, N. H. Suirberian, 56 
Hudson Street, New York City — Government having controlled 
profits on meats and their by-products, the packers are entering 
fields of approximately 9,000 different articles, most of which are 
not under regulation. - 

I do not adopt that figure of 9,000, it is a very large figure. 

Another says the roads are full of their specialty men. They bring 
their goods to their branch houses without expense by loading them 
into their meat cars with no extra freight being charged. 

The Chairman. That is, in the freight cars which the packers 
themselves own. 

Mr. CoLVER. Yes ; the cars that are owned bj' the packers, and also 
the advantage that might lie in being able, in handling a very great 
number of products, to fill out a car and get a carload rate on a 
mixed lot of freight, giving somewhat of a freight advantage ; a 
very definite freight advantage. This salesman's statement of that 
situation, however, I do not adopt. 

The Chairman. You can get in that way a carload rat6 on less 
than a carload quantity ? 

Mr. CoLVER. Yes. Without reading it, unless the committee wishes 
it to be read, I should like to include here a statement printed in the 
New York Journal of Commerce September 9, 1918, in the grocery 
section of that paper, having to dp with this subject. 

The Chairman. All right: you may include it as a part of your 
hearing without readiiig it, it you so desire, or you can read it. 

Mr. Eayburn. Are you going to read it? 

Mr. CoLVER. Do you want me to? 

Mr. Rayburn. Yes ; I would like to have you. 

Mr. CoLVER (reading) : 

[From New York Journal of Commerce, Sept. 9, 1918 — Grocery section.] 

HOW THE PACKERS MENACE THE GROCER — MANY UNFAIR ADVANTAGES LEAD TO 
MONOPOLY — PRIVATELY OWNED CARS HAVE PREFERENTIAL TREATMENT ON RAIL- 
ROADS, SAYS FORT SMITH JOBBER — PICKING THE PROFITABLE ITEMS FOR EXPLOI- 
TATION. 

Reports from several of the wholesale grocers' associations Indicate that the 
recent request of the Federal Trade Commission, that secretaries canvass the 
trade opinion of their members and ascertain how the wholesalers feel about 
the competition of the large pacliing houses, is finding no reluctance whatever 
on the part of the grocers to giving their views. Hundreds of the replies are 
being canvassed by the secretaries at present, and they generally reflect much 
animosity toward the policies of the packers for enlarging the scope of their 
operations. 

In a letter to the Journal of Commerce, the Reynolds-Davis Grocery Co., of 
Fort Smith, Ark., one of the largest houses of the Southwest, expresses its 
views of the Influence of packers In the grocery trade as follows: 

** The following packers are selling goods other than meats and lards In our 
territory : Swift & Co., Armour & Co., Morris & Co., Wilson & Co., the Dold 
Packing Co., and Cudahy Packing Co. This last concern distributes Its goods 
through the wholesale grocer. 

*'At least four of these packers are handling canned fruits, canned vegetables, 
canned fish, rolled oats, rice, canned sirup, evaporated fruits, canned milk, drie<i 
lieians, tomato catsup, and other things which I fall to remember at this moment 
The advl< es of our salesmen are almost dally of further inroads of the packer 
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In dollars and cents we are not able to make an accurate estimate of the 
volume of the packer's business or to what extent the wholesale grocer has been 
curtailed, but if the present conditions continue for the next five years in the 
same ratio as the last five years, the wholesale grocer will be left only sugar 
and flour. 

" Should the packer contend that he is an economic necessity, in the distribu- 
tion of foods other than packing-house products, it is well to remember that 
thus far he has taken on only those things which are the most profitable and 
the easiest handled. 

" It is well to remember that the average wholesale grocery business is com- 
posed of at least 35 per cent of sugar and flour and it must be borne in mind 
that the average profit of this 35 per cent of a grocer's bushicss is anywhere 
from 2 to 5 per cent beneath his average cost of doing business, and if you take 
away from the wholesale grocer the necessity for always being prepared to 
serve in these two daily essentials, then it might alter his margins of profit 
and reflect upon his selling prices. 

*• The packer sells for cash and collects his accounts each Monday morning. 
It is his custom to allow to each customer a given line of credit which must 
not be passetl. On the other hand, the wholesale grocer becomes the banker 
in merchandise for his retail customer. Courtesies, credits, and accommoda- 
tions are extended, and in all probability the average retail grocer is indebted 
to his wholsesale grocer to the extent of such an amount as will be the half 
of his net worth. 

"Tho biggest and most vital unfair asset which the packer has is his pri- 
vately owned <*ar or leased car with its low carload minimum. Fr^sh meats 
take 24,000 pounds, cured beef, pork, mutton, lard, and lard substitutes, 30,000 
pounds; and practically all the other items that enter into the wholesale 
grocery business from 40,000 to 60,000. With this low minimum weight and 
with the privately owned car the packer is permitted to ship anything and 
everything that lie may see fit, witl^ the proper rate of freight attached, and in 
Ihis car. 

"Meat and packing-house products are 'red-ball' cars; they move swiftly 
«nd in this way the packer gets quick delivery on all of the goods which he 
ships. 

" The wholesale grocers' shipments must take their usual course of shipment 
in whatsoever car they may be placed, with transfers at transfer stations and 
with delays that are hurtful to business. The packer should enjoy no privileges 
not allowed to other shippers, and so long as he has a privately owned car with 
special privileges he has an unfair advantage over all other shippers. 

"A closer investigation should be made into the packer's method of doing 
business, and especially those packers who do a meat and lard business and a 
wholesale grocery business also. It should be ascertained whether or not the 
proper cost of doing business is allocated against each and every item or de- 
partment 

** Should the pjicker succeed in obtaining such a control of distribution of 
foods as would eliminate the wholesale grocer, it follows as the night the day 
that tlio Independent manufacturers whose goods are now bought aud sold by 
the whole.sale grocer would at the same time pass out of existence or be ab- 
sorbed by the monopolistic packer. 

** It further follows, ns the sparks fly upward, that the wholesale grocer who 
Is selling agent of the independent manufacturer would wither away with the 
independent UKinufacturer. and with the passing of the wholesale grocer the 
retail selling of these very .same goods would, in the natural order of sequence 
and in the chain of distribution, pass from the retailer to the packers' retail 
stor(»s whh'h aie being established at this time. 

•• So the growth of the packer in the distribution of foods jeopardizes the 
f'Xlstence of the independent manufacturer, of the wholesale grocer, of the 
retailer, and finally, when things are centered in the hands of one control such 
as the packer, the foods would naturally he enhanced in price to the detriment 
of tlie ccmsumtr. The packer would have absolute power, and absolute power 
has always been abused." 

SOUTHERN WHOLESALE GROCERs' ASSOCIATION. 

The Southern Wholesale Grocers' As*=;ociation, in AtiguJ^t, 1918, 
considered this whole matter, and hero is u resolution which was 
adopted by that association. 
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The Chairman. What is the date of it ? 
Mr. CoLVER. August, 1918 : 

Whereas 11; has been the custom of the wholesale jjroeers to devote their capital^ 
time, and energy to the distribution of foodstuffs without Interfering in any 
marked decree with the Industries of the manufacturers; and 

Whereas for the past few years the packing industry of this country has shown 
a determination to gradually and persistently enter the various lines of the- 
wholesale-grocery trade, both in a manufacturing and in a jobbing way ; and 

Whereas with the assistance of various special privileges and facilities accorded 
to these industries, with their enormous capitalization and Nation-wide in- 
terests in various enterprises, this promises to grow into the control of 
packing, manufacture, and jobbing in foodstuffs in gigantic proportions, and 
giving them the opportunity to control the foodstuffs of the country without, 
in our opinion, in any manner lowering the costs to the ultimate consumer, 
contrary not only to the established channels of trade, but contrary to the- 
public interests and to our national policy : Therefore be it 

Resolved, That the association meet this issue in every legal and proper man- 
ner so that distribution by manufacturers and jobbers be maintained imder our 
present fair and equitable laws of competition, and that the life of these many 
enterprises of independent manufacturers and jobbers be preserved. 

Mr. Hamilton. Mr. Chairman, may I ask a question right at this- 
point ? 

The Chairman. Certainly. 

Mr. Hamilton. Mr. Colver, in reference to the Southern Whole- 
sale Grocers' Association, how much territory do they cover? 

Mr. CoLVER. Generally speaking, that section of the South begin- 
ning with Virginia and extending west to the Mississippi River. 

The Chairman. East of the Mississippi River and south of the 
Ohio and the Potomac Rivers ? 

Mr. Colver. Yes. 

Mr. Hamilton. That association comprises, as its name implies, I 
suppose, all the wholesale grocers in that area ? 

Mr. Colver. I would say substantially all. I venture to say that 
the percentage of representation is at least 90 per cent. 

Mr. Hamilton. Do they compete among themselves ? 

Mr. Colver. I think they do. I am sure that we have found in all 
parts of the country that there is pretty severe competition in the 
wholesale-grocery business. 

Mr. Hamh^ton. Is there not danger that an association like that 
might have something in the nature of a gentlemen's agreement as 
to prices? 

Mr. Colver. There is danger there, of course. 

Mr. Hamilton. Have you investigated to find out to what extent 
there is an understanding among them as to the prices they shall 
charge the retail grocer and consequently the consumer? 

Mr. Colver. In 1907 or 1908 I believe this a£:so iation, or its 
predecessor, was enjoined by a Federal district court from price 
agreements or gentlemen's agreements or understandings, and since 
that time, or at least in very recent times, a pretty careful survey 
by the Federal Trade Comniission has not found that condition to 
exist; and it is our impression, at least, that since the action of the 
court in 1907 or 1908, that course of conduct has not been followed. 

Mr. Hamilton. And yet we have heard of cases where, notwith- 
standing injunction, the members of an association have followed 
prices fixed by the leaders in the association without having any 
written agreement to that effect, and human nature has certain 
tendencies. I was wondering whether those tendencies manifested 
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themselves among the wholesale grocers, or whether they were 
■exempt from those frailties of human nature. 

Mr. CoLVEB. I do not think they are exempt from the ordinary 
traits of human nature. I should not be surprised, and I think I 
would be somewhat charitable, if I found that the wholesale grocers' 
associations, which are sectional over the United States, and then the 
national association which covers all, were driven into dangerously 
close communion now because of the common peril that they all see. 
I think I would have some charity for their getting together. 

Mr. Hamilton. I was speaking now in a general way without any 
information as to this particular subject, simply taking into con- 
sideration human nature as you and I have had opportunity to 
observe it. We are considering here the packers who, as you say, 
combine, and I was wondering whether, for illustration, the Whole- 
sale Grocers' Association might not have had the same temptation 
to combine, and whether they had yielded to that temptation. You 
would know about that, I suppose, better than any of us, and we are 
seeking information from you 

Mr. CoLVEB. Well, specifically with reference to this association, 
and with respect to the other wholesale grocers' associations, the 
commission does not know of the existence of either gentlemen's 
agreements or other price-fixing arrangements. We do not know 
that. 

Mr. Hamilton. Have you noticed great uniformity of prices ? ' 

Mr. CoLVER. Yes. 

Mr. Hamilton. Would that be to your mind a suspicious circum- 
stance ? 

Mr. CoLVER. Yes. 

Mr. Hamilton. I will not pursue the inquiry any further now. 
You are seeking regulation of things, and very properly, and it all 
goes back to the consumer. The consumer pays the tax, and we want 
to try to take care of the consumer, whether he eats groceries or 
meats, or both ; that is all. 

Mr. Barkley. Have you been able to compare the uniformity of 
prices among wholesale grocers, to which you say attention has been 
directed, with the uniformity of prices existing among other 
branches of business in like articles ; in other words is the uniformity 
any greater among the wholesale grocers than it is among retail 
grocers or druggists or clothing men, or anybody else? 

Mr. CoLVER. 1 do not think we have here anything so definite that 
it would be helpful to the committee on that subject. 

Mr. Stephens. Mr. Colver, would it not be essential to the very 
life of the business that these prices approximately approach a uni- 
formity, because if they do not, the competitor has got to meet the 
price, and it would only be a mere matter of time when they would 
all go out of business; that is, if they did not approach uniformity of 
prices? 

Mr. Colver. Of course. 

Mr. Stephens. The competition would get to be so great that there 
would be no profit and they would all go out of business. They are 
all, of necessity, compelled to approach a uniformity of price in or^ler 
to <tay in the business? 

Mr.' Colver. Yes. 
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Mr. Sweet. In other words, uniformity would be an evidence of 
a just price? 

Mr. Stephens. Not necessarily so; but it strikes me it certainly 
would be a necessity to maintain the equilibrium. 

Mr. CoLVER. Mr. Hamilton's question suggests a thing that I might 
say now. Mr. Hamilton asked, when you find a uniformity of price, 
whether or not suspicion is aroused, and my answer is that it is a 
circumstance which attracts attention. Thenthere is another circum- 
stance that attracts attention, and that is when you find an industry 
each member of which is maintaining at very large expense a selling 
force, keeping high-salaried men on the road, paying them salaries 
or commissions . or both; when you find such extensive and well- 
organized selling organizations, that fact tends to relieve the mind 
of the suspicion that there is a very hard-and-fast price arrange- 
ment or division of territory or allotment of customers, because on 
the heels of a division of territory and allotment of customers and a 
price agreement, the efficiency or a sales organization is no longer 
necessary to be maintained at 100 per cent. So just as you find 
things that arouse your suspicion, it is oftentimes possible lo apply 
other te.ts, and look for other activities the presence or absence of 
which would increase your suspicion or tend to lull it. 

Mr. Hamilton. And yet a large association with considerable 
capital would presumably be able to maintain a well organized force 
to promote sales and to promote uniformity of prices. In short, the 
machinery is most perfect where there is tne most money back of it, 
so that would coincide, rather, with uniformity of prices. It would 
tend to perpetuate the uniformity of prices; tend to raise a barrier 
which the consumer would find it difficult to overcome. 

Mr. CoLVER. If the association which you speak of, as an associa- 
tion, maintained a selling organization, then there would not be any 
question. Suspicion would become almost a conviction right there ; 
but if the various and individual members of an association each 
maintain highly organized selling organizations, you are inclined to 
think there must be competition there, because, generally, there 
would be less reason for such individual organization. 

Mr. Hamilton. Let me interrupt you right there, Mr. Colver. 
Take, for instance, the subject under discussion, the packers. I sup- 
pose, without knowing anything about it, that they have highly paid 
experts in their employ, have tney not? 

Mr. Colver. Yes. 

Mr. Hamilton. And they have perfected the machinery of distri- 
bution, perhaps, as thoroughly as any business in the country, and 
yet the argument which you are making, in your judgment, does not 
apply to them. 



Colver. Oh- 



Mr. Hamilton. Where there is uniformity of prices, and they are 
able, as you state the packers are doing, to maintain their own prices, 
and are able not only to maintain the prices of meat but are reaching 
out and controlling and maintaining prices of other commodities not 
allied with meats, and if this is being done, as you state, by these 
various instrumentalities controlled by the packers which they em- 
ploy by reason of their very great capital ; the same argument which 
you are able to make in relation to the packers applies to other in- 
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dustries, it seems to me. I have an open mind on the subject, but I 
want to get at the facts. 

Mr. CoLVER. I do not believe that the analogy is there. Let us see. 
If the Wholesale Grocers' Association were similar to the operations 
of these packing companies which we have been talking about, we 
would find that the members of the Wholesale Grocers' Association 
had taken on the wholesaling and distribution of hardware and of 
drugs and of boots and shoes. 

Mr. Hamilton. Well, I want to separate that for the purpose of 
this suggestion: You are complaining, and justly, it strikes me, 
against the monopoly of related and unrelated industries, but there 
may be a monopoly of the main industry, which may be as pernicious 
as the monopoly of unrelated industries. That is the point I am 
getting at. 

PRINCIPLE OF FEDERAL LICENSE. 

ilr. CoLVER. Yes. We have directed your jattention up to now very 
largely to the effect of the expansion and extension into these unre- 
lated fields, and for this reason: There was before the committee a 
Mil which proposes to regulate by license the business conduct of 
individuals and partnerships and concerns engaged in interstate com- 
merce of meat packers, and that license was to contemplate the con- 
(hict of these concerns in the meat-pacjring business and their rela- 
tion to other interstate business. Now, the point we were trying to 
make was that such license was not an improper interference with 
the individual business enterprise, with proper private business enter- 
prise, and ingenuity and industry, because we were trying to say that 
that license would first reach and strike at the bringing together of 
iini*elated things, which in itself was not in the public interest and 
not good for other lines of industry which had been invaded. We 
had also tried to shoAv, and I think there is no question about it, that 
the meat-packing field and industry in and of itself furnishes a wide, 
ample field for the exercise of any reasonable ambition and industry 
and enterprise. As I said the other day, in answer, I think, to your 
*^Mi question, Mr. Hamilton, there is not the slightest objection to 
mere size, and the commission has not in mind and never has had in 
mind the size of a concern. 

Mr, Hamilton, No. 

Mr. CoLVER. There is no abhorrence with respect to a big company 
•^iniply because it is big. Size is no crime. Size does not awaken the 
commission to any prejudice at all; but when size outgrows its field 
or leaves its own field and ramifies into other fields to the detriment 
"f legitimate business in those other fields, then we sa^^ that not the 
j'ize but the direction it takes is inimical to the public welfare, to 
It'gitimate business, to the general business health of the country. So 
We were trying to point out that the license control which is proposed 
here will he useful, and primarily useful, in a limitation to — ^you can 
not call it their legitimate field, because any legitimate business is, 
jrtnerally spealdng, a legitimate business field for anybody; but 
limiting it to a reasonable field, a reasonable area or scope or sphere 
<»f influence or whatever you want to call it, that that is not a drastic 
tliinjr or a radical thing or an unheard-of thing. This matter of 
Federal license 

Mr. Hamilton (interposing). Just a second before you pass from 
that point. Mr. Colver, of course it is quite clear, I suppose, to most 
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of US that this bill, if it should become a law, will establish a prece- 
dent. That is clear; and we can accept that as a foundation proposi- 
tioiiL can we not? 

Mr. CoLVER. Yes. 

Mr. Hamilton. Then, having established this precedent with ref- 
erence to the packers, we can apply this rule of action to any other 
business which is offending in like manner, can we not ? 

Mr. CoLVER. Yes. 

Mr. Hamilton. That would seem to be inevitable. 

Mr. CoLVER. Yes. 

Mr. Hamilton. And we could apply it to an industry which is not 
necessarily controlling many unrelated industries, could we not? 

Mr. CoLVER. Yes. 

Mr. Hamilton. Because, assuming we have the power, in exercis- 
ing that power there is no place where we have to stop whenever an 
abuse has crept in or manifested itself among these producers. There- 
fore we could apply it to any large association which it would appear 
was unduly controlling a prime necessity. 

Mr. CoLVER. Yes; and yet that does not exactly reach, I think, the 
theory that the commission is bringing to you in support of this 
remedy. It is not the thought of the control in and of itself that the 
commission is calling your attention to. It is not that. 

Mr. Hamilton. You would have the right 

Mr. CoLVER (interposing). Yes— — 

Mr. Hamilton (continuing). To compel, and that means the power 
of life and death over an industrv. 

Mr. CoLVER. You have the right. 

Mr. Hamilton. And you would have. 

Mr. CoLVER. Congress has the right. 

Mr. Hamilton. Precisely; and you would have by virtue of the 
law. 

Mr. CoLVER. Yes. You see the thought recurs here that this would 
be an entering wedge, and that this thing would be extended. For that 
reason it would seem to me it would be well to have the record here 
very clear ms to why this licensing has been suggested in this case. 
I think there are only two principal reasons. Neither of them is con- 
trol of the commodity. The two reasons are : First, the existence of 
unfair competition in an industry ; not that there is a control ; but a 
common practice of unfair competition in an industry would be one 
symptom that would seem to indicate such remedy as this license 
plan; and the second would be found when one industry was in- 
vading a dozen or twenty of other innocent unrelated industries. 

Those two things are the only things I have tried to lay emphasis 
upon, and the only two things I think of now that would be — that is a 
pretty broad statement — the only two things I think of now that 
would indicate an exercise of this license remedy. This license 
theory is old. It is not new at all. It is a pretty good Roosevelt doc- 
trine. In December, 1904, rhe first report of the Bureau of Corpora- 
tions discussed it. The report dated December 19, 1901 — report of 
the Bureau of Corporations — discussed the whole matter of control of 
corporations engaged in interstate commerce. 

Mr. Hamilton. That was what year? 

Mr. CoLVER. December, 1904. 
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Mr. EscH. Is that a report of Herbert Knox Smith? 

Ml'. CoLVER. No, sir; it is by James E. Garfield, and he suggests 
various methods or rather analyzes various methods which have been 
suggested for the control of interstate commerce, and he finally, by 
elimination, came to a distinct recommendation of the Federal 
license plan in interstate commerce. 

It is curious and interesting that the contents of Commissioner 
Garfield's report was not known to any of the members of the Fed- 
eral Trade Commission at the time that we arrived at practically the 
same conclilsion. I think that perhaps Mr. Murdock knew of it gen- 
erally, but he never suggested nor quoted it to us, nor was it consid- 
ered until after our conclusion had been independently reached and 
until, indeed, I think, these hearings had been started here; and then, 
in reply to a question as to the novelty of this idea, I said, very inno- 
cently, that I thought it was pitrhaps somewhat novel but that I did 
not think it was at all radical. And then my attention was called 
to Mr. Garfield's report, which I read with a great deal of interest 
and profit; and it is curious that that report 14 years ago came out 
at exactly the same place we came out. I believe tliere is now pend- 
ing before Congress and in the custody of this committee a bill to 
the same general effect by Mr. Steele, of Pennsylvania, and I think 
that some such authority as Senator Knox has been quoted in favor 
of thi^ theory when he was Attorney General, all of which is very 
interesting and shows 

Mr. Hamilton (interposing). In the revision of your statement, I 
would suggest that, if convenient, you incorporate those references 
so that we can have them. 

Mr. CoLVER. I would be very glad to do that. 

The Chairman. There is a very important matter coming before 
the House this morning in reference to sending the revenue bill to 
conference, consequently it is time now for us to adjourn. Will it 
be convenient for you, Mr. Colver, to return here to-morrow at 10.30 
and resume your statement ? 

Mr. Colver. Yes: if that is agreeable I will be very glad to do that. 

The Chairman. The committee then stands adjourned until to- 
morrow at 10.30, when we will be glad to have Mr. Colver again on 
the stand. 

(Thereupon at 11.68 o'clock a. m. the committee adjourned to meet 
to-morrow, January 3, 1919, at 10.30 o'clock a. m.) 

(The following are the extracts from annual reports of Hon. 
James R. Garfield, Commissioner of Corporations, above referred to, 
which are submitted as part of Mr. Colver's statement :) 

EXTRACTS FROM ANNUAL REPORTS OF HON. .TAMES R. GARFIELD, 

COMMISSIONER OF CORPORATIONS. 

I. FROM ANNUAL REPOKT FOB 1904. 

TEDKRAL FRANCHISE OR LICENSE SYSTEM FOR INTERSTATE COMMERCE. 

The principal features of such a system would be : 

fa) The granting of a Federal franchise or license to engage in interstate 
foninoerce. 

(h) The imposition of all necessary requirements as to corporate organiza- 
tion and management as a condition precedent to the grant of such franchise 
or license. 
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(c) The requirement of such reports and returns as may be desired, as a 
(condition of the retention of such franchise or license. 

(d) The prohibition of all corporations and corporate agencies from engaging 
in interstate and foreign commerce without such Federal franchise or license. 

(e) The full protection of the grantees of such franchise or license who obey 
the laws applicable thereto. 

(f) The right to refuse or withdraw such franchise or license in case of 
violation of law, with appropriate right of judicial appeal to prevent the abuse 
of power by the administrative officer. [P. 45.] 

******* 

I therefore beg to suggest that Congress be requested to consider the advisa- 
bility of enacting a law for the legislative regulation of interstate and foreign 
commerce under a license or franchise, which in general should provide as 
follows : 

(a) The granting of a Federal franchise or license to engage in interstate 
commerce. 

(&) The imposition of all necessary requirements as to corporate organization 
and management as a condition precedent to the grant of such franchise or 
license. 

(c) The requirement of such reports and returns as may be desired as a 
condition of the retention of such franchise or license. 

(d) The prohibition of all corporations and corporate agencies from engaging 
in interstate and foreign commerce without such Federal franchise or license. 

(e) The full protection of the grantees of such franchise or license who obey 
the laws applicable thereto. 

(/) The right to refuse or withdraw such franchise or license in case of 
violation of law, with appropriate right of judicial appeal to prevent abuse of 
power by the administrative officer. 

This bureau, under the direction of the Secretary of Commerce and Labor, 
affords the appropriate machinery for the administration of such a law. 

It is fully appreciated that this recommendation is not new, but has been the 
subject of most serious and exhaustive consideration by public officials and 
commissions, as well as private persons technically well qualified to speak. 
The Industrial Commission, in its final report on this subject, recommended, 
among other things, the adoption of a plan quite similar to Uiis. It is neither 
necessary nor wise to attempt, in this report, to elaborate the details of such an 
act; but the bureau has upon its files abundant and, in many particulars, ex- 
haustive information which would be immediately available for the use of 
Congress or any committee thereof which might have under consideration 
such a measure. [Pp. 47-48.] 



Appendix B. 
[Pp. 5€V-60.] 

FEDERAL FRANCHISE SYSTEM FOR INTERSTATE COMMERCE—CONSIDERATION OV 

DETAILS. 

It is not desired to definitely put forward in this appendix any specific detailed 
outline of such system as being the particular means of carryiiig out tho general 
conclusions set forth in the body of the report. The particular object is rather 
to develop as far as possible the legal questions that will be raised, in general, 
by such a system, and it is obvious that that purpose can best be obtained by 
outlining in a tentative way the possible features of such system and observing 
the legal propositions that would be involved therein. 

I. FUNDAMENTAL PURPOSE OP THE ACT. 

Brlefiy, its object would be to remedy, so far as is possible by legislation, 
those corporate evils the existence of which this bureau Is considering. A full 
statement in detail of those evils Is not necessary here, and fhe matter has 
already been treated In some detail in the body of this report. 

In general, however, it is sufficient to maintain the distinction establlshetl in 
the case of Cooley v. Board of Port Wardens (12 Howard, 299), namely, that 
while Congress has complete control over Interstate commert^e it prnctically 
exercises this power only over its national features, leaving local ranttera to 
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the regulation of the States. Applying this rule to corporate business, the 
system in question should deal with the following features of that business: 

(//) Where the organization or management of the corporation affects persons 
r>r Interests in more than one State, as, for instance, in the furnishing of public- 
wrvjce facilities or necessaries between two or more States; in the offering of 
se<Miritles to the general pubic ; in the seeking of credit or loans from the general 
public ; in affecting labor conditions in two or more States ; in affecting prices 
of ffoods or raw materials in two or more States, and in the controlling or co- 
ordinating, by merger or otherwise, of business in different States. 

( h ) Whore such corporate conditions affect strictly the governmental agencies 
of the United States and the operation thereof. 

(r) Where such conditions affect business wholly outside of State control- - 
for instance, navigation and foreign commerce. 

(d) Where the existing State incorporation laws are essentially an abuse of 
the comity of States and have, as their primary object, the chartering of corix)ra- 
tions whose two chief characteristics shall be (I) the power to do business in 
other States. and (2) the duty to pay taxes to the chartering State. 

(c) Where the legislative power of a given State has been so far misused 
mv\ev the present tendency toward lax corporation laws that it has resulted in 
n (lisrinct degeneration In standards of commercial ethics and wholly insufficient 
protection is given thereby to Targe classes of its citizens. 

(/) Also within these limits such a Federal law should endeavor to correct, 
»is far as may be, those peculiar evils inherent in the corporate form as such, 
and referred to specifically in the body of this report; for instance, lack of 
personal responsibility of managers, improper use of stock as a kind of 
currency, lack of proper publicity as to terais of organization, overcapitaliza- 
tion, etc. 

II. QUESTIONS OF AD.VIINISTRATION AND EXFOUCEMEXT. 

1. System should he compulsory, — As part of this discussion it may l>e re- 
marked that a compulsory rather than an optional franchise system is neces- 
sary. There must be a positive prohibition against engaging in corporate 
interstate commerce without a Federal franchise in order to make the system 
effective. 

It has been often suggetsted that a Federal license law or, more particularly, 
a Federal Incorporation law might be made optional ; that this law might 
require such publicity and fairness on the part of those coming under it that 
public opinion would force corporations to comply with it in order to gain the 
reputation of being substantial business entities. This was the basis upon 
which the proposed " New York business companies act " was drawn. No such 
optional law has been tried so far as is known, and it is extremely doubtful 
whether it would be used. In order to have a Federal law of any public 
benefit it must impose conditions upon corporations which from the strict 
standpoint of those interested in the corporation would be objectionable, inas- 
much as the law must protect the public as well as the corporation. To this 
extent, therefore, those about to form a corporation would prefer the State 
law. Any such arrangement would reduce the United States practically to the 
p*»sition that an individual State holds now. The United States would merely 
offer one form of corporation law; 45 different forms are offered now by 
the dilTerent States. 

If corporations now do not choose to avail themselves of the known merits 
of the Massachusetts law. for instance, rather than the piratical possibilities 
of the laws of certain other States, it Is hardly likely that they would avail 
themselves of a properly drawn Federal law. It has' been especially obvious 
that within the last two or three years the majority perhaps of the grojit cor- 
porations have been formed, not with a view to their future or to their business 
lability, but with a view to the stock markets and the issue of stock; and a 
promoter having this latter purpose in mind would care nothing about the 
enhanced reputation given by a sound corporate act, but would care a great 
ilenl about the enlarged possibilities of stock manipulation given by loose State 
law. In short, it Is believed that the optional plan would fail. 

2. DeterminaiUm of jurisdictional facts.— The first point is the determination 
or deflnltlon of the corporations to which the system is to be applied ; that is 
to say. By what practical method shall the fact be established that a given 
«^»rporation is engaged in interstate commerce? This fact is. of course, the 
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basis of all .iurisdiction in the matter and must be clearly and positively fixed 
by some method which will admit of being adjusted to a routine and applied 
readily to any corporation by some Federal authority ; for instance, the Bureau 
of Corporations. It must be as nearly automatic as possible, involving as little 
expense, annoyance, uncertainty, and disturbance of traffic as may be. 

There are two ways at least in which this fact may be established : 

(a) By reference to the conmierce itself during its transit or at some time 
between its inception and close, and most naturally at the time when it crosses 
the State line. 

The obvious and weighty objection to this State line basis is that it is 
almost impossible to make it automatic; that it would require apparently a 
customhouse system which would be very expensive, involving great inter- 
ference with business, and be wholly impracticable. It seems clear, therefore, 
that the establishment of the jurisdictional fact at the State line, taking the 
commerce itself as a basis, is a method which must be laid out of the discussion. 

(h) The only practical alternative is by test applied, not to the commerce 
Itself but to the parties. This would naturally bo operated. by means of returns 
by corporations to the bui^au under a general law. Two difficulties appear 
here : 

(1) Possibility of false returns by the corporation or its officers. This is not 
a serious danger, as the making of such false returns should subject the 
falsifier to severe penalty and a violation of this rule could be rather easily 
proven in any given case. 

(2) The second difficulty — a more troublesome one — is the possibility of 
evasion by the company — that is, the carrying on of its business under such 
form that its real interstate business would be concealed under the guise of a 
domestic business. This would naturally be attempted by making all its sales 
and purchases t'ir.)n"-h au individual resident in tbe same State as the cor- 
poration, wliicli individual should then sell to another individual resident in 
another State and wheie the other end of the transaction is desired to take 
pla^e so that the actual interstate commerce w(mld apparently be between 
in^^ividuals only. 

In other words, the corporation would attempt to change its interstate 
co],nnerf^e fi-oin a cor7)orate to an indivldi-ial businef^s, taking advantage of 
the fact that it is desired to apply this franchise system only to corporations. 
As a matter of law, it is of course possible to apply this franchise system to 
individuals; biTt the purpose of such a system is to remedy corporate evils, and 
present conditions ('.o not call for any such regulation of ordinary individual 
interstate trade. 

But the practical danger of effective evasion by such a plan is much more 
api>arent than real. There are two reasons: In tlie first place, the main dis- 
tinction between the real individual trade, with which no interference is in- 
tended, and the evasive trade suggested above, would be the difference be- 
tween bona fide contracts of purchase and sale and contracts of agency or 
consignment uncUn* the fictitious cruise of sales. The legal difference between 
these two conditions is considerable, and it will be decidedly difficult to com- 
pletely cover tlie fictitious nature of such evasive transactions. Second, it is 
obvious that such a system would in practice be exceedingly cumbrous, costly, 
and disadvantageous to the evading corporation. In most cases it would 
be easy to establish the fact that the individual seller or buyer was merely 
the agent of the corporation, and his status can be thus described in the act. ' 

There would, however, remain a number of cases close to the line, especially 
with small corporations doing their business wholly through jobbers, where it 
might he hard to deternune whether the contract made by the corporation with 
the jobber was a part of interstate connnerce in disguise, or a purely separate 
contract and a bone fide domestic transaction. 

In this connection it should be noted that either a Federal incorporation law 
or a Federal license law involves a practical difficulty, which is substantially 
new to our governmental operations: i. e.. either system refpiires the dividing 
of the business of the country into two great classes, interstate and dome-stlc. 
for the purpose of jurisdiction over cori>orations. This has never been done 
before, administratively. All that has been done so far is for the court to say 
in specific cases, with all the facts bef(U*e it after a long trial, that such and 
such an act was or was not interstate connnerce. 

But this is quite a different thing from making a system by which an ad- 
ministrative bureau can, with the ease and speed essential to administrative 
action, test and determine this questicm for all corporations in the oountrv. 
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Tliere are Indicated above the practical difficulties of establishing, for admin- 
istrative purposes, the jurisdictional fact of interstate commerce. 

It would possibly be sufficient to give the bureau power to determine prima 
facie the existence of this fact, leaving a right of appeal to the United States 
<iiurts from such determination, and allowing the bureau jurisdiction on the 
priiiia facie determination until reversed by the court of first instance after 
whfr-h the jurisdiction should be suspended pending an appeal by the bureau. 

This pt)wer should also, of course, expressly include the ixnver to apply in 
sjild prima facie manner the lic(»nse requirements to any imlivifhnls who wevv, 
in t!je oi)inion of tlie bureau, acting as virtual selling or purchrrsing agents f»a- 
corixn'utlons for the purpose of evading the license law. 

rrinm facie jurisdiction having thus been established, the bureau should l)e 
given means of enforcement based upon this fact in the form of some general 
rit'ht to hnpose a penalty or to cause the restraint of the offending corporation 
from engaging in Interstate commerce. 

III. DEFINITION OF IXTEB8TATE COMMERCE. 

It is believed that no serious difliculty will arise In most cae^-es on the question 
as to wliat constitutes " interstate commerce." It is merely desired to note her<i 
ihnt it win l)e unwise in the proposed act to attempt any specific definition of 
such commerce. It is believed that .it would be better to use merely the wor(h< 
of the Constitution. Any attempt to define such commerce otherwise will be 
<vrtalri to omit features which may come into existence later. The meaning of 
the words " interstate commerce " is a matter of common knowledge as regan'is 
their application to the great bulk of present transactions, and in doubtful cases 
the determination can be secured by judicial decision. It is chiefly es>entijil 
tlwt the iaw should be broad enough in its scope on this, point to cover any 
transactions which may be hereafter determined Interstate conmierce. 

IV. MATTERS TO BE LEFT IN CONTROL OF STATES. 

Keeping in mind the logical division of corporate conditions as between tlie 
riiitod States and the States, it is obvious that there should be left In control 
of the States such matters as peculiarly affect local conditions — as, for Instance, 
proief-tlng the life and health of citizens and their morals, the governmental 
nirencles of the State, the right of the State to tax the property within Its 
limits* the definition of contractual rights as relating to the domestic coni- 
nieroe. and their enforcement in the State courts, and all matters affecting real 
projKjrty located in the Slates. The use of the phrase ** police powers." though 
tiN-hnlcally appropriate here, has been avoided on account of its Indefinlteness. 

V. OUTLINE OF ESSENTIAL MACHINERY. 

Ill order to accomplish the purposes of the proposed system, it would, In 
•*vi»'ral, be necessary for the bureau to have full Information as to corporate 
•^mditlons. This would require s^ich information as is necessary to give, in 
'}'e first place, (a) a ba.sls for jurisdiction, and ih) n bnsis for action in case 
rl»e recjuirements of the law are not complleil with. This would call fur a 
n^LiiIar .s\T5tem of anniml reports from corporations, giving their form of ov- 
u'ntiization; management and methods of business; financial condition: volnine 
«'f tra»le and direction of the same; prices; cost and chara^tor of productK)!* 
. ad all selling or buying agencies. 

It Is possible that some more substantial basis than need for informtitlon 
ii.jiy \ye required in order to make this report full and satisfactory. It is oft-^n 
fi>uml that a .system of reports which is based solely on the principle of pnlv 
!i«*lty or of the need of information lacks the necessary ** sanction " to reiuH^r 
it properly enforceable. It is suggested that this system of rejiorts would b'^ 
tvxu'h strengthene<l if it were base<l partially on a small Federal tax, largely 
norulnal and merely sufficient to support the bureau and to furnish a formal 
I'^rjil basis for the acquisition of the information desired. This tax wcmld not 
l>^ lnfende<l to accomplish any substantial change in the i)resent .«?yst(*m of 
n»nH»rate taxatitm. 

Further, it should be noted that only certain portions of this Informatloa 
shouhl Ih» made public. The amount of publicity should be determined by the 
res|«' tivo rights of the various interests involved In coriwrate business, and 
• arc shotiM be taken to protect amply the rights of privacy, which are properly 
«*!«i»ntinl to the carrying on of business. 
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Specifically, a Federal franchise system, as above discussed, should have the 
following requirements: 

(1) Annual reports from corporations as to their business, of such a nature 
as to show — 

(a) Whether it Is interstate or not. 

(h) To fully inform the Bureau as to the details of the organization, the ar- 
rangement of stock interests, the property taken by the comimny at its Incep- 
tion and the consideration paid therefor, the terms of subscription, the bond 
indebtedness and the interests of the promoters therein, the personnel of the 
management, the charter and by-laws, the number and local distribution of 
stockholders, all contracts in full made with promoters and with tinancial in- 
terests in the organizing of the company, and all special legislation relating to 
the comi)any. (These points might be stated in the first report and not re- 
peated thereafter unless'conditions were changed.) 

(c) The financial condition of the company, showing its assets and liabilities, 
a statement of its business from the side of production, showing the character 
of goods, their distribution, prices, cost of production, condition of labor and 
wa^es. condition of plants and machinery, salaries, office expenses, taxes, and 
insurance. 

{(l) In public-service corporations special information should be required, 
directed to the question of discriminations and facts which bear upon this point 

(2) Provision for publication of so much information as is necessary to allow 
the public to protect itself against fraud and the abuse of minority Interests. 

(3) Provisions making false returns penal, and allowing for inyestigation by 
the bureau as to the fact of falsity. 

(4) Provisions, as suggested above, against evasion through selling agents. 

(5) Provision for a nominal tax for the support of the bureau. 

(6) Issuance of a license to corporations complying with the requirements 
of this law. 

The foregoing requirements apply almost wholly and exclusively to publicity. 
Some positive regulation by the Federal Government should also be added, pos- 
sibly in some of the following forms; 

(7) That corporations taking a Federal license should conform the status of 
their capital stock, bonds, and indebtedness to principles laid down by the act. 

(8) Reports as to condition of company to be required for the stockholders. 

(9) Increase of personal responsibility of managers and directors. 

(10) Prohibition of discriminations by public-service companies. 

(11) Prohlibt4on of those classes of commercial methods which are clearly 
u nfi\ i r competition. 

(12) Power in the bureau in the first instance to enforce so many of the 
jibove provisions as may be adopted. Such enforcement would probably be by 
the action of the bureau as a prosecuting officer and would require provision 
for complaints to the bureau. 



r i II. FROM ANNUAL REPORT FOR 1905. 

[Pp. 5-8.] 

The position of the bureau at the time ot its creation was unique. It owed 
its existence largely to a public feeling arising from unusual industrial develop- 
ments. Public opinion thereon was vigorous, but confused and vague. In gen- 
eral, the tremendous concentration of industrial power, the obvious use, in 
many cases, of improper industrial methods of competition, and the instances 
of clearly unsound or fraudulent finance connected with corporations, led to 
the general belief that there had arisen a new industrial problem, a set of 
omditions not adequately met by existing laws. No solution of this problem 
had then received general acceptance, nor had the problem itself been clearly 
stated. Numerous experiments at solution had been made by way of antitrust 
laws, but the admitted futility of most of these laws led only to the negative 
conclusion that such was not the way to treat the great industrial changes of 
which every one was cognizant. 

Upon only one point can it be said that public opinion was fairly clear and 
unanimous, and that i>olnt was the desire for " publicity "—in other words, tho 
desire for Information. It was not clearly understood to what use this infor- 
mation should be put, nor. Indeed, what subjects It should cover ; but th«» de- 
mand for accurate Information was fundamentally sound. The i)ollcy of the 
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bureau has been framed in accordance with this demand. Its field may be di- 
vided into subjects relating to law on the one hand, and subjects relating to 
economic industrial facts on the other. It must examine and compare the 
statutes under which tlie corporations are doing business with industrial and 
statistical facts. 

A statute Js the formal expression of public opinion. Hence statutes designed 
to improve mdustrial conditions will not be based upon sound economic prin- 
ciples unless public opinion which they express is the result of an accurate 
knowledge of industrial methods. 

Nt>t only Is legislation dependent upon public opinion, but likewise moral 
standjirds in business and the rules of daily commercial intercourse, which can 
not be enforced by statute, are created and sustained by public opinion. 
Current events have strikingly demonstrated the tremendous reformative force 
of public opinion without the intervention of law. Existing business methods 
will be chnnged in accordance with public opinion. Heretofore the wide scope of 
corporate operations and the bafflin;? diversities of Federal and State laws have 
ma'Ie an intellisont public opinion impossible. The average man can easily judge 
of an isolated commercial transaction between himself and his neighbor, but he 
utterly lacks the statistical and legal information necessary to view justly the 
oi^erations of the great corporations doing business throughout the country. 

Industrial conditions are extremely complex, far-reaching, and composed of 
a multitude of detailed facts. To form an intelligent opinion of permanent in- 
dustrial tendencies it is necessary not only to know accurately all the facts 
found in industrial conditions, but especially to be able to arrange these facts 
in their proper relations. Many mistakes of public opinion have been due to a 
failure to separate the essential from the nonessential, to give proper weight 
to the various facts. Much legislation has been enacted which is futile and often 
harmful because directed either at the modification of great economic laws, 
which can not be modified by statute, or at the treatment of sporadic and sen- 
sational facts. Estimates, guesses, prejudices, and limited individual experience 
have been the bases of action, rather than broad and final conclusions based 
upon accurate, properly arranged masses of facts. 

The bureau, therefore, lias endeavored not only to obtain accurate, reliable 
information, and facts sufficient in number to be representative, but also to draw 
conclusions that shall represent permanent tendencies rather than individual 
instances. To this end it has, with a force of carefully trained employees, 
taken up given industries dealing in Important staples, and collected statistics 
and facts relating thereto; has then digested this information so as to obtain 
what might be called reliable general averages, and has endeavored to deduce 
from them conclusions as to permanent corporate methods and tendencies. 

It is strongly felt that preventive rather than remedial means must be used 
in dealing witli the entire problem. The Government must deal beforehand with 
causes, not merely afterwards with their effects. In order to ascertain proper 
methods of prevention it is neoessnry to know the causes of industrial evils. 
The work of the bureau has brought out, to an extent not reached before, the 
actual methods used in certain industries ; their methods of competition, of econ- 
omies In production and distribution, of discriminations in distribution and trans- 
portation ; and also the results of such methods in obtaining or tending to ob- 
tain monopolistic control. Its work has shown, in the case of the several great 
industries already investigated, or now under investigation, the fact that the 
predominant control enjoyed by certain great concerns is based usually ui)on 
one or two, or a very few, single factors, such as the control of transi)ortati()n, 
of trade-marks, of patent rights, of raw material, special legislation, or a com- 
bination of one or more of these factors. 

Such information will afford the basis for an intelligent public opinion, and 
It will constitute "publicity" of a sort that will be efficient in c(»rrecting some 
prevalent abuses. An illustration of this principle has already been obtained 
In numerous cases whore the buro in has been investigating oppressive and un- 
just mi'thods of competition. In a ctmsiderablo number of cases the victims of 
such methods have informed the bureau that the mere investigation of these 
fat'tH has led to a discontinuance of the methods, and have assure<l the buieau 
that from their Individual standpoint great good has already resulted to then) 
from the bureau's work. 

The year's work upon the investigation of special industries and particular 
ct)r|K)ratlons has strengthened my conviction that no permanent remedy for 
existing Industrial evils can be expected until Congress exercises more fully its 
jwwer of affirmative action under the commerce clause of the Constitution. No 
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fact of industry is more obvious than that modern business has outgrown and 
wholly disregards State lines, and that the jurisdictions of single States, as 
applied to the operations of a great interstate business, are futile and even 
harmful. A close study of the methods of organization and operation of the 
greater industrial corporations, their relation to transportation companies, both 
rail and water, their methods of competition, the extension of their business 
throughout many States, and the sale of their commodities throughout the 
world x»roves that they have actually gone beyond the possibility of proiuu- s\ip*?r- 
vision or control by the single State which gave them corporate existence. 
Their relation to the transportation companies alone is a sufficient reason for 
bringing them imder Federal regulation. It is idle to claim that the railroads 
:ire wholly at fault for rebates, discriminations, and other devices for offering 
to one shipper improper advantages over a competitor. 

It Is impossible to prevent such abuses by purely penal legislation. This does 
not mean that the enforcement of the antitrust law lins not been beneficial, for 
it has. Its enforcement has compelled some respect for the law, which, until 
recently, was wholly lacking. But so far as effecting a permanent change of 
the conditions which that law denounces, but little has been done. The imposi- 
tion of a penalty upon a combination simply drives the men in that combina- 
tion to the formation of another device for accomplishing the same purpose, and 
this for the reason that combination is an industrial necessity, and hence will be 
engaged in despite penal legislation. 

By the exercise of the affirmative power granted under the commerce clause 
Congress can with safety provide a method by which reasonable combination 
may be permitted. This method must be founded upon an act of the Federal 
Government which will give to corporations engaged in interstate and foreign 
commerce standing and recognition under a Federal act. It may be accom- 
plished either by a license to engage in such commerce or by a charter granted 
by the Federal Government. Under either form Congress should provide all 
requirements necessary to insure publicity and honesty in promotion, organiza- 
tion, capitalization, and conduct of the corporation, reserving to the Government 
the right of inspection of the books of such corporation and the further right — the 
most important of all — to stop the operations of such corporation if it becomes a 
violator of the Federal statutes, at all times preserving to the corporation and 
its stockholders the right of judicial appeal against the improper exercise of 
executive authority. 

The power of Conyress to regulate interstate commerce being plenary, that 
body may determine to what extent it will first exercise its power. The trans- 
portation companies most clearly should ccmie within the terms of such a meas- 
ure; and with them should be joined the greater corporations engaged In the 
production, manufacture, and distribution of those staples which affect the lives 
of the people of this country, and tlie monopolization of which will necessarily 
result in hardship and injustice to the individual. Such a law is not an inva- 
sion of individual liberty or right ; is not an effort to have the Government do 
that which the individual could best do; and would not, in Its effect, destroy 
individual enterprise or the possibility of individual success. It would alYord 
equality of opportunity, not equality in results. 

It is universally recognized that the great highways of commerce should be 
open to all upon equal terms. It is likewise true that the opportunities for the 
Individual to engage in industrial enterpri.se should be equally free. The Indi- 
vidual is not strong enough ordinarily to protect himself against a great corpo- 
ration. He can be secure in his rights only under a law which subjects the cor- 
poration to regulation by a Government whose jurisdiction is broail enough and 
whose power is great enough to compel obedience. Such a law would lessen 
the possibilities of unfair and dishonest competition. Under such a law the 
questions of the reasonableness of combination, of conspiracies in restraint of 
trade, of monopolistic control, would be left, as they should be, for the determi- 
nation of the courts; and the Government wtmld then have, as it sliould have, 
the opportunity at all times to know the detailed operations of those corpora- 
tions to which it has granted great powei*s, upon which it has imposed great 
responsibilities, and over which It will exercise its full measure of protection 
so long as they obey the laws of the land. 

It is not necessary to repeat what was stated in my last annual reiiort regard- 
ing the relative merits of Federal lIciMise or a national incorporation law. If 
the principle of Federal regulation he agreed upon, there will he little difficulty 
in determining which method shouhl he adopteil. 
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m. FBOH ANNXrAI KEPORT FOK 1906. 

[Pp. 5-«.] 

The meat-inspection antl pure-food laws are the most recent examples of 
the extensitin of the principle of publicity. The meat-inspection law goes further 
iiy affirmatively establishing the principle of imposing a condition precedent upon 
iht* right to engage in interstate commerce. Meat products can not be trans- 
|M>rtc;I in interstate and foreign conmierce until thoy have been subjected to 
Federal inspection and such iiispoction evidenced by iabels. This is in effect the 
rHjiiircmeut of a license to engnge in interstate commerce. 

The investigations conducted by the bureau, the effect of the interstate-com- 
merce laws, the results of prosecutions under the antitrust law, the reasons 
which compelled the enactment of the meat-inspection and pure-food laws, all 
lead me to earnestly urge again the desirability of and necessity for the estab- 
lishment of Federal inspection and supervision of the greater industrial corpo- 
nitions engaged In interstate and foreign conmierce, substantially as outlined in 
the license plan suggested in my annual reports for 1904 and 1905. 

KECOMMENDATIONS OF INDUSTHIAL COMMISSION (1902) AS TO 

FEDERAL LICENSE. 

CVinmiissioner Garfield, at the e;ud of his report for 1904 (p. 60 above), re- 
feiTed to his suggestion of Federal license as not new and cited the recommenda- 
tion previously made by the Industrial Commission. 

The Industrinl Commission, in its final report of 1902 on industrial combi- 
nations, recommended among other things that plan 3 be adodpted, this being 
"UP of three possible plans rhat it had outlined as a remedy for corporate 
Jind industrial abuses it had found. 

Plan 3 stated that the evils of combinations remedial by regulative legis- 
lation come chiefly from two sources: (1) The more or less complete exercise 
"f the p(»wer of monopoly; (2) deception of the public through secrecy or false 
information. This plan further stated that : 

'* It may. perhaps, be found in the public interest to support our public 
I'.irdens by levying more of the taxes upon those who, for whatever renson, 
linvo monopolistic power, and for private gain levy tribute through monopoly 
prires uiwn great mas.ses of consumers. But in such case care should be taken 
that the taxation should not ultimately be borne by the people. 

•• It would seem entirely competent, if it should be thought wise, for our 
r<'«leral Government to levy a franchise tax upon coi-porations engaged In 
interstate commerce. Congress, beyond question, has entirely within its con- 
tnil the regulation of interstate commerce. It is also clear that this control 
iiujy be u.**ed for the purpose of raising revenue, and, incidentally, for the 
Mirpcise of preventing any injury to the public, or of furthering the public 
^N ♦'If a re. 

" Congi CSS may, therefore. In its discretion, besides levying a tax upon 
tiHMn, lay other conditions, without the fulfillment of which State corporations 

• j'Uld be forbidden to engage in Interstate commerce. It may prescribe con- 
ditions which would In all probability prevent many, If not most, of the 
alui^cs which come from our great combinations, so far as they are engaged In 
.i!:»*rstate business. If it appears that danger of monopolistic power increases 
"ith the size of corporations and the extent of their busine.ss. a franchise tax 
ii'isht readily be made progressive in its rates, and thus give back to the public, 
through this partial bearing of the burdens of government, some of the gains 
< f monop<dy. Even if it were not felt that the greater corporations were more 
•Injurious to the public than the smaller, a progressive franchise tax might 
i'rojHTly l»e levied on the ground that the larger corporations have a decided 
iiUiirtnge in the conduct of business, so that a higher rate of taxation would 
!.<'! be to them more burdensome than a lower rate to a smaller rival. 

" Su<-h laws, either for levying a tax or for carrying out prescribed condi- 
: «>ris in cimnectlon with coriM)rati<ms doing an Interstate business, would of 

• .Ksltv HMiuire a spccia! burcMU for their ntUuinistration." (t^inal Report of 
• '.-^trhd Commi.ssi(m, 1902, vol. xix, pp. G4r»-<547. ) 

Tm accitniplish the purposes of this plan it was recommende<l : 
•'Tiiat plan 3 — Federal tjixation rnd supervision — heretofore outlined, be 
ailitpted, and to accomplish Its puiposes — 
"".'» That an annual franchise t.ix be imp<>sed upon all State corporations 

• J -nKi»<l U\ Interstate nimmerfe, <Hlculatcd upon the gross earnings of each cor- 
iMiradtm from its interstate Imsiness: that the minimum rate of such tax be 
i«'tt', hut that the rate be gradually increased with Increases in earnings. 
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''(h) Thnt fl^ero l)o created in the Treasury Department a permanent bureau, 
the duties of which shall be to register all State corporations engaged in Inter- 
state or foreign commerce ; to secure from such corporations all reports needed 
to enable the Government to levy a franchise tax with certainty and justice, and 
to collect the same; to make such inspection and examination of the business 
and accounts of such corporations as will guarantee the completeness nnd 
accuracy of 'the information needed to ascertain whether such corporations are 
observing the conditions prescribed in the act and to enforce penalties against 
delinquents; and to collate and publish information regarding such combina- 
tions and the industries in which they may be engaged so as to furnish to 
the Congress proper information for possible future legislation. 

"The publicity secured by the governmental agency should be such as will 
prevent the deception of the public through secrecy in the organization and 
management of industrial combinations or through false information. Sucli 
agency would als(» liave al its command the best sources of information re^rard- 
Ing special privileges or discriminations, of whatever nature, by which Industrial 
combinations secure monopoly or become dangerous to the jniblic welfare. It 
is probable that the provisions herein recommended will be sufficient to remove 
most of the abuses which have arisen in connection with industrial combina- 
tions. The remedies suggested may be employed with little or no danger to 
Industrial prosperity and with the certainty of securing Information which 
should enable the Congress to pi'otect the. public by further legislation if 
necessary." (Pp. 650-651.) 

The material referred to by Mr. Colver on page 49 above is here 
given : 

THE packers' position IN THE DISTRIBUTION- OF FOODSTUFFS. 

The commission's investigation of the meat Industry and of perishable, 
canned, and package foods has developed that the large packers are rapidly 
securing a strong position In the production of many, and In the distribution of 
nearly all, kinds of foodstuffs. This encroachment Is particularly far-reaching 
in distribution. The numerous branch and sales houses of the Big Five packers 
scattered all over the country are no longer used for the exclusive sale and dis- 
tribution of meats and by-products for which they were originally established. 

These packers have invaded the wholesale grocery trade, and in practically 
all the more important centers of distribution they threaten to dominate a field 
which a few years ago was almost exclusively occupied by the independent pro- 
vision jobber and wholesale grocer. With the exception of sugar and flour, the 
profits on the marketing of which are, without the control of their supply, rela- 
tively small and the control of which by the packers has apparently never 
gotten far and with the exception of fresh fruits and vegetables into the mar- 
keting of which the packers have never ventured far, the Big Five are now dis- 
tributors of almost all the commodities legitimately belonging to the regular 
wholesale grocery, provision, and produce trade. These Include all kinds of 
meats, dressed poultry, eggs, butter, choe.se, cereals, and other package foods, 
jellies, pickles, and canned fruits, vegetables, fish, and meats. 

The extent of these encroachments will vary with the commodity, the locality, 
and the dealer. Aside from meats, there are no absolute statistics on these 
commodities for the country as a whole which will show exactly how far the 
packers' invasion has reached. But reliable figures have been given to the com- 
mission by many Individuals covering their own business dealings and these 
figures are conclusive as to the strong tendency. 

The following figures and discussion relate to the packers' control over the 
distribuiton of poultry, eggs, and dairy products: Martin. Walt & Co., wholesale 
commission merchants, Memphis, Tenn., state that in the pant few years their 
business has fallen off more than 60 per cent, which they attribute to tlie big 
packers. Gridley, Maxon & Co. say that the big packing houses are getting the 
business and that in poultry it is only a question of time wl»en they will hove 
It all. 

The S. A. D. Parker Co., wholesale dealers In poultry, eggs, and butter. Nor- 
folk, Va., states that the packers are gradually acquiring the great Imlk t>f the 
egg. poultry, and butter business. The Fidelity Fruit & Produce Co.. Atlanta. 
Ga., report that until 1916, many of the local produce dealers wer«» also exten- 
sive dealers In poultry and eggs, but the Big Five have gnulually taken th»» 
business away from them until now they together handle probably 75 per cent 
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of the poultry and 90 per cent of the eggs sold in the Atlanta market. Tlie 
statement of McCuIlough Bros., wholesale dealers in produce, Atlanta, Ga., 
made independently of the preceding statement is that packers together handle 
75 per cent of the poultry and 85 per cent of the eggs. 

H. F. Battermen of Battermen & Koellein, poultry dealers, Chica?:o. say that 
the big packers are cutting into the poultry business verj* materially. At pres- 
ent about 66 i)er cent of the Chicago trade is sold by the Big Five. Augustus J. 
Bartlett, wholesale dealer in butter, chee^, eggs, and poultry, Boston, Mass., 
stated that the packers are cutting into the business of the independents con- 
stantly. The consensus of opinion of independent dealers at Chattanooga is that 
the big packers handle 75 per cent to 85 per cent of the eggs and poultry sold on 
that market. 

H. R. Aiken, jobber and wholesaler of butter, eggs, and poultry, Philadelphia. 
Pa., states that the packers are getting control of the country shippers or forc- 
ing them out of business and that very few small independent shippers are left. 
<Teorge Collins jobber in dressed poultry, Philadelphia, Pa., says that the packers 
have l)ecome so large in poultry business that the only chance for a small dealer 
in the poultrj- trade is to do a scalping business, and estimates that they have 
injured the independent poultry dealers in that city imtil they are doing only 
one-third of their former business. He e3q)ects the meat packers to drive all 
independents out of business. 

Robert Ray, president of the Farmers' Product Co.. Wichita. Kans.. says that 
over 90 per cent of the poultry and eiif^ business in the Whichita territory is 
now absolutely in the hands of the packers. Carl Nelson, shipper and packer of 
poultry, butter, and eggs, Hutchinson, Kans., states that he is the only independ- 
ent buyer and distributer of eggs in that city where formerly there were many 
prosperous independent dealers. He says that Swift & Co, have secured the 
business. 

Marshall, Jordan & Keith, wholesale produce dealers, Birmingham, Ala., 
report that the Big Five have the bulk of the trade there on eggs: th*it .«5even 
or eight years ago their firm had a good business in eggs, but that it has gradu- 
ally dropped off until it is now practically nothing, Mr. Keith of the firm- 
states that the packers have practically all the cheese business in Birmingham 
and about two-thirds of the egg business, and all the frozen poultry business. 
E. V. Mnndel & Co., wholesale produce, Louisville. Ky.. reoprts that in their 
immediate section Armour & Co., through ownership of the Kentucky Cream- 
eries Co., Louisville, Ky.. and the Kentucky Creameries Co., New Albany, Ind., 
are, in their opinion, the biggest factors in eggs and poultry. 

Dan B. Dougherty, of the Latshaw Feerst Co.. Pittsburgh, Pa., says that the 
packers have become such large factors in the handling of butter and eggs that it 
is possible for them to manipulate the market at will. He believes that they 
could force the independent dealers out of business if they cared to do so. W. J. 
Hartzell Co., 205 Ferry Street, Pitt.sburgh, Pa., states that the packers " abso- 
lutely control the ef:^ business " and that they make the price and eventually, 
in their opinion, will monopolize the poultry business. 

F. K. McFall, of Gleason & Lansing, wholesale dealer in butter and eggs. 
Buffalo^ N. Y., states that it is his opinion that the meat packers control the 
supply of eggs at the present time throughout the I'nitwi States and cites as 
evidence that the British ministry in the summer of 1918 went into the open 
market and endeavored to buy 700 cars of eirgs, but were able to secure but 
little in this way. 

CANNE!) AND PVCKAGK FOODS. 

In canned an'l pa^*l\ai:e foods the pa-'kors liave ni;«<]e inroads into tlio whole- 
sale grocery hnsines*; equally markcil. The followinir are a f<*w sraicnients from 
representative firms: 

H. T. Quinton, St. Paul. Minn., states that -\rinour & Co, hns boir/ht up the 
<»ntire catsup oirjJiit of Liii'Iner & To.. Tern* Hmui*.', Ind.. and llie entire output 
of com cnnners and r>t]M»r foofUmTs fniii othor nianiifMcturers. 

Wake, Poterkfn Ac Co.. fotn\ l>n.kers. New Vnrk City, say that they wanted 
last fall to make a contract for saiifrkrant hetucM'n the Ratavia Canning To.. Ra- 
tavla. N. Y.. and on** of th*^ir rns»niM«Ts. They had gotten to th(* point where that 
ctmipany had agreed to s<]l. suhjert to approval of sanip'e whirh it was to send, 
hut they were unable to iret tlie sample and Iat«»r Icarne^l that Wilson tS: Co. had 
acxjulreil control t>f t!ie Ratavia Canning Co. 

Thomas S. Vallette. of FninrW H. rc-;:ett & Co.. New York City, states t'^at 
Armour, Swift. Wilson, and the other pH^k<'r« are huge spe<iilators controlling 
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an enormous asgre^ate of capital, and where they don't manufacture themselves 
they huy up as much as possihle of the output and resell. Last year they bought 
all of the canned goods they could and sold them for less prices than the whole- 
sale jobbers. 

J. L. Griffin, wholesale grocer, reports that one of the proprietors of the 
Atlas Cereal Co., Kansas City, i>ackers of rolled oats, advised them that Ar- 
mour & Co. spent more for advertising their rolled oats last year than their total 
sales of rolled oats. 

Henry C. Perkins, of Barber & Perkins, wholesale grocers, Philadelphia, Pa., 
says that they are beginning to feel very keenly the hand of the meat-packing 
combine on a great many staples in the grocery line outside of meats. This 
covers primarily almost all kinds of canned goods and many of the cereals, if not 
all. They say they were compelled to buy their supplies of canned pineapples 
from the Swift concern, Libby, McNeill & Libby, which should have come cither 
from first hands or from surplus stocks held by the grocery shipping trade. The 
same was true last year with tomatoes in cans, the meat packers controlling the 
tangible supply at the end of the season. So also rolled oats and corn meal sold 
by the Buffalo Cereal Co., of Buffalo, N. Y., a subsidiary of the paol\ers. 

Robert L. Montgomery, of Montgomery & Co., wholesale grocers, Philadelphia^ 
Pa., stated that in the prior 60 or 90 days they had been unable to buy a pound 
of rice, yet the meat packers had large supplies and had been selling to retail 
grocers from 1 cent to 11 cents per pound less than the regular market price. 
Also that Armour & Co. bought over 1.000,000 cases of canned tomatoes last year 
at from $1.20 to $1.35 per case, taking them out of the market and saying they 
would not sell them until the market price reached $2 per case. When the price 
reached that figure he said Armour & Co. sold tomatoes to their customers at $2, 
and that they were obliged to pay the same price for what they needed to fill their 
orders. He also stated that the meat packers entered the grape-juice business 
a few years ago and in a short time formed a holding company with which most 
of the jobbers of grape juice became affiliated. 

.Tames Hewitt, of H. Kellogg & Son, importers and wholesale grocers, Phila- 
delpMa, Pa., reports that the packers now control the canned-tomato market, 
aiMl that as to fruits, pineapples, cherries, and condensed milk they have eithei 
bought out or built a sufficient number of canneries to control the supply. He 
says that this policy of the packers crushes the small canners, and that if 
tliey are allowed to go on with their activities they will eventually control 
and manipulate all of these products. He further states thnt they are gradually 
eiKToaching on the grocery trade generally, driving dealers out of business and 
forc'ing them into the position of becoming their employees and distributing 
a.reiits for them. 

William J. Young, broker and conmiissiou merchant, Philadelphia, Pa., reports 
substantially the same with regard to Armour & Co.'s control over canned to- 
matoes as Robert L. Montgomery, of Montgomery & Co., Philadelphia, Pa. 
He reports also that the packers are in the distribution of rice, controlling the 
sii])ply and refusing to sell to wholesale grocers. 

William d. Bonstedt. of the Bonstedt Brokerage & Commission Co., Philadel- 
phia, Pa., repoits that the packers are both buying and putting up their own 
canneries in Philatlelphia for fruit, vegetables, and fish ; that Armour & Co. 
lately bought an oat-mojil mill from Kern Bros., Milwaukee, Wis., and thi 
Buffalo Cereal Co., Buffalo. X. Y. He complains of this company's forcing its 
way into the pineai)ple business, and where it was unable to buy^ the output 
of canning companies, compelled them to sell their plants. He says that if 
the large meat packers are not taken care of they will eventually control all 
of the food products in the United States. 

William D. Mullen & Co., wholesale grocers, Wilmington, Del., reports thai 
of all the largo packers. Armour «& Co. is most active in their territory ; thai 
this company purchases tomatoes very largely in this territory for its own 
labels. 

Mr. W. F. Bode, of Reid, Murdock & Co. (Inc.), Chicago, 111., states that at 
the Cleveland convention in 1917 liibby, ^McNeill & Libby had one buyer for 
each of the important items in the canned-food line, who had positive instruc- 
tions to buy every case of goods they could from the packers who attended the 
convention. They not only bought at the prices offered, but they bid up the 
price to the canner in order to get these goods away from the regular whole- 
sale channels. All during 1918, he further states, brokers said that the stock- 
yards packers have given them carte blanc to buy at any price all the goods 
their canning accounts had to offer, and that Swift & Co. and Armour attempted 
to buy a large portion of the pineapple pack of 1918. 
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Walter Birkin, of the Ameiican Groceries Brokerage Co., Chicago, 111., states 
that the effect of the large packers on his field— <?vapora ted milk and pickles — 
is markeil, the tendency being to cut out all middlemen through the control of 
the source of supply. 

Arthur Williams, of R. G. Williams & Co., wholesale grocers, New York 
City, states that Wilson & Co. bought out the vegetable packing concern of 
Grafton & Johnson, of Indiana, frcni which Williams & Co. formerly bought 
as high as 17,000 cases of canned goods per annum. This not only cut off 
one source of supply of Williams & Co., but Wilson & Co. by this move became 
an active competitor. Llbby, McNeill & Libby, a Swift concern, bought out the 
tomato catsup and chili sauce manufacturer, MuUen-Blakledge-Nellis Co., of 
Brazil, Ind. After this purchase he says they refuse to sell goods except under 
their own labels, and this cut off the source of supply of the Royal Scarlet, 
the best brand of catsup sold by Williams & Co. 

E. C. Lavender, of the Wichita • Wholesale Grocery Co., Wichita, Kans., 
reports that a local packer visited him on October 23, 1918, and told him that 
he had been empowered by Armour & Co. to buy from the Wichita Wholesale 
Grocery Co. all the canned corn which that company had on hand or had con- 
tracted for upon a basis of 7^ per cent profit over the cost at canning factory. 
He further states that the proposition was turned down for the reason that 
the merdiandlse had been bought for Ms own trade. He said he had reasons 
to believe that every wholesale grocer in his territory w:as made a similar 
proposition. 

F. A. Alpin, of J. K. Armsby, New York City, estimates that the packers at 
the present time control one-fifth of the salmon canneries of the United States, 
and believes that they will " murder " the small businesses one by one in the 
most heartless fashion until they reach their goal — complete domination. 



committeb on interstate and foreign commerce, 

House of Representatives, 

Friday, January 8, 191p. 

The committee met at 10.30 o'clock a. m., Hon. Thetus W. Sims 
^chairman) presiding. 

STATEMENT OF ME. WILLIAM B. GOLVEB, CHAIBMAN FEDEBAL 

TRADE COMMISSION— Besumed. 

The Chairman. Gentlemen, the committee will please come to 
order. Mr. Colver, I was hoping we would get through with your 
statement to-day, if possible, and I am going to have to say on ac- 
count of the members of the committee having so much work of press- 
ing importance that we are going to have to insist on beginning these 
hearings promptly at 10.30 o'clock, and if any witness who was to be 
tiere is not here at that time, we will have to take up someone else. 
Our time is so pressing that we are compelled to do that in justice 
to the members of the committee. 

You may now proceed with your statement. 

Mr. Colver. Mr. Chairman and gentlemen, I thought it would be 
useful this morning to come to the control in the purchase of live 
stock, and I will run over, just as brieflv as I can, the successive 
stages or devices in the situation which bring us down to the present 
time. 

dressed- MEAT POOLS ( 1 SSr.-1002 ) . 

The first getting together of the packers in the nature of a division 
of business was in 1885, and that combination 

Mr. Parker of New Jersey. What date ? 

Mr. CoLVER. In 1885. And that combinati<;n was not with rospoct 
to the pui-chase of live animals but with respect to the sale of meat. 
The agreement wa.< on the sale oi meat and was called tV 
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Meat Pool. The fact of such a pool is admitted and has been 
proven; proven in court proceedings. It was called the Allerton 
Pool or the Dressed Meat Pool, and the members Avere Swift & 
Co., Armour & Co., S. W. Allerton, Morris & Co., and Hammond & 
Co. The Cudahy Packing Co was not represented. The Allerton 
Co. was later absorbed bv Morris & Co. 

As I sa3% this pool or agreement ran to dressed meats and not to 
the purchase of live stock. 

The operations of this pool were investigated by a special Senate 
committee on the transportation and sale of meat products, and 
after two years of. investigation that committee reported unani- 
mously in i890 that there was convincing proof of collusion with 
respect to, first, the fixing of beef prices; second, the division of ter- 
ritory and business; third, the division of certain public contracts; 
and fourth, the compulsion of retailers to buy their beef from the 
members of the pool. 

Just about that time the Sherman law was enacted, and this 
Senate committee report had been made. That was 28 years ago. 

Then followed next, in 1893, what was called the Veeder Pool. 
It got the name of the Veeder Pool from the fact that Henry Veeder. 
the son of Albert H. Veeder, who was then the attorney of Swift & 
Co., was the secretary, and to an extent the clearing hou^e for the 
pool's operations. 

The existence of the Veeder Pool and the operations of the 
Veeder Pool have been made a matter of record in court by the testi- 
mony of Mr. Veeder himself in the National Packing Co. case. His 
testimony was given after the statute of limitations had run, and he 
testified that from 1893 to 1896 the representatives of Armour & Co., 
Swift & Co., and Morris & Co. met regularly every Tuesday after- 
noon at 2 o'clock ; but the Cudahy Packing Co. and the G. H. Ham- 
mond Co. were also occasionally represented at these meetings. 

During this early time, as was brought out in the National Pack- 
ing Co. case, the various packing companies were designated by let- 
ters in records and memoranda made concerning the operations o"f 
the pool. Armour & Co. was called A; the Armour Packing Co. 
was called B; the Cudahy Packing Co. was called C; G. H. Ham- 
mond Co. was called D ; the St. Louis Dressed Beef & Provision Co. 
Avas called E; Morris & Co. were called F; and Swift & Co. G. 

The Chairman. Did that pool embrace buying live stock as well 
as selling dressed meats? 

Mr. CoLVER. That continued to be a pool for the selling of the 
dressed beef ; a division of business based on the sale of meat. 

Then on May 10, 1902, the Department of Justice filed a petition 
in equity for an injunction against the packers alleging the exist- 
ence of this so-called Veeder Pool, and on May 21, 1902, a temporary 
injunction was issued. The preliminary injunction was made per- 
manent and on appeal was affirmed, with some modification, by the 
TTnited States Supreme Court on April 11, 1905. 

Mr. Es( H. In that connection, your report sets out the decree of 
the Supreme Court? 

Mr. CoLVER. Yes. 

Mr. Escii. You might insert that as a part of your testimony, 

Mr. CoLVER. Yes ; thank you. I will do that. 

(The portion of the report follows:) 
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INJUNCTION OF PACKERS* COMBINATION (1902). 

Report of the Federal Trade Commission on the meat-packing industry. Part II, pp. 

18 and 10.] 

The Department of Justice, May 10, 1902, filed a iietition in equity for an 
injunction against the packers, alleging various acts in restraint of competition 
in the purchase of live stock and the sale of meats, and in monopolization of 
("(•mmerce therein, including conspiracy to secure railroad rebates for the pur- 
jM)se of monoply. 

On May 21, 1902, a temporary, injunction issued and, demurrers being over- 
ruliMl, a preliminary injunction was granted February 18, 1903. On April 22, 
liH)3. tlie petition was taken pro confess© and on May 26, 1903, the preliminary 
injunction was made peri)etual, and on appeal was affirmed, with slight modi- 
fication, by the Unitetl States Supreme Court April 11, 1905. (196 U. S. 375, 
m 394.) 

Tfirms of INJUNCTION. — ^Thc perpetual injunction of May 26, 1903, as modi- 
tied by the mandate of the Supreme Court in 1905, was as follows (paragraph- 
iu>:. subdivisionnl numbering, and italics inserted by the Commission for con- 
vnnienee in analysis) : 

And now, upon motion of the said attorney, the court doth order that the 
preliminary injunctitm heretofore awarded in this cause, to restrain the 
said defendants and eacli of them, their respective agents and attorneys, 
and all other persons acting in their behalf, or in behalf of either of them, 
or claiming so to act, 

[I] from entering into, taking part in, or i)erforming any contract, 
combination, or conspiracy, the purpose or effect of which will 
be as to trade and commerce in fresh meats between the several 
States and Territories and the District of Columbia, a restraint 
of trade, .in violation of the provisions of the act of Congress ap- 
proved July 2, 1890, entitled "An Act to Protect Trade and Com- 
merce against Unlawful Restraints and monopolies," either 
[1] by directing or requiring their respective agents 

[a] to' refrain from bidding against each other in the 

purchase of live stock; or 
[6] collusively, and by agreement, to refrain from bid- 
ding against each other at the sales of live stock; 
or 
[2] by combination, conspiracy, or contract, raising or lotoei-ing 
prices or fixing uniform prices at which the said meats wUl 
be sold, either directly or through their respective agents ; 
or 
[3] by curtailing the quantity of such meats shipped to such 

markets and agents; or 
[4] by establishing and maintaining rules for the giving of 
credit to dealers in such meats, as charged In the bill, the 
effect of which rules will be to restrict competition ; or 
[5] by imposing uniform charges for cartage and delivery of 
such meats to dealers and consumers, as charged In the 
bill, the effect of which will be to restrict competition ; and 
also 
[III from violating the provisions of the act of Congress approved July 2, 
1890, entitled *An Act to Protect Trade and Commerce against Un- 
lawful liestraints and Monopolies.' by combining or conspiring to- 
gether, or with each other and others, to mouopolizc or attempt to 
monopolize any part of the trade and commerce in fresh meats among 
the several States and Territories and the District of rolumbla, 
[1] by demanding, obtaining, or, with or without the connivance 
of the officers or agents thereof, or any of them, receiving from 
railroad companies or other common carriers transporting such 
fresh meats In such trade and commerc*e, either directly or bg 
means of rebates, or by any other device, transportation of or 
for such meats, from the points of the preparation and pro- 
duction of the same from live stock or elsewhere, to the mar- 
kets for the sale of the same to dealers and consumers in other 
States and Territories than those wherein the same are so 
prepared, or the District of Columbia, at less than the regular 
rates which may be established or In force on their several 
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lines "Of transportation, under the provisions in that behalf of 
the laws of the said United States for the regulation of 
commerce, 
be and the same is hereby made perpetual. 

List of corporations and persons enjoined. — The defendant corporations 
and individuals enjojined by the above decree were us follows, the list being 
taken from the docket in the United States district attorney's ofRce, Chicajjo: 

Swift & Co., The Cudahy Packing Co., The Hammond Packing Co., Ar- 
mour & Co., corporations imder the laws of Illinois. 

The Armour Packing Co., The G. H. Hammond Co., The Schwarzschild & 
Sulzberger Co., corporations under the laws of New Jersey, Michigan, 
and New York. 

Nelson Morris, Edward Morris, and Ira N. Morris, copartners, under name 
of Nelson Morris & Co., doing business at Chicago, East St. Louis, and 
South St. Joseph. 

J. Ogden Armour, Patrick A. Valentine, Calvin M. Favorite. Arthur Meeker. 
Thos. J. Connors, Chas. F. Langdon, Michael Cudahy, Edwnrd A. Cud- 
ahy, Patrick Cudahy, Albert F. Rorchert. Guslavus F. Swift, Lawrence 
A. Carton, D. Edv/in Hartwell, Jesse P. Lyman, Frank E. Vogel, Louis 
Pfaolzer, Willinm Russell, Albert H. Vceder, and Henry Veeder, citizens 
of Illinois, residing at Chicago. 

Edward C. Swift, a citizen of Massachusetts, residing at Boston. 

Ferdinand Sulzberger and W. H. Noyes, citizens of New York, residing at 
New York City. 

ATTEMPTED MERGER AND NATIONAL PACKING CO. ( 1902-1912). 

Mr. CoLVER. While this litigation was goin^ on in 1902 and 1903. 
there was an attempt at an actual merger of these companies, and 
the plans for this merger were going forward when the panic of 
1903 came on and the large financing that was necessary to bring 
about a merger of such great size be jame. involved, so the merger 
plans were abandoned. 

The next sequence is the National Packing: Co. phase. While 
the plans for the merger were going on and before they were finally 
abandoned a second plan, that of the National Packing Co., was 
launched. 

It was arranged that a concern to be called the National Parking 
Co. was to be incorporated and by the terms of an agreement dated 
March 18, 1903, it was arranged that the National Parking Co. 
should acquire the Omaha Packing Co., the G. H. Hammand Co., 
the Hammond Packing Co., the Anglo-American Provision Co., the 
Fowler Packing Co., and the Stockyards Warehouse Co. 

The National Packing Co. was actually formed and certain com- 
petitive companies to these big companies, which had been in these 
former combinations, were actually acquired and turned into the 
National Packing Co. 

None of the big companies was merged witli the National Packing 
Co., and the National Packing Co. got no further than to serve 
two purposes: First, to gather together certain independent com- 
peting companies ; and second, to be a useful means of intercommuni- 
cation, because the meetings of the National Packing Co.'s dire tors 
were equivalent to meetings of the packers in the combination whidi 
had created the National Packing Co. 

However, the National Packing Co. attracted the attention of the 
law officers of the Government and litigation was started, so that the 
National Packing Co. was disbanded. It never gave up, I think, 
its legal existence, but it practically went out of visible business, and 
the various conrerns or properties that had been brought into the 
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owneisiiip of the X^^coJ P>f^r-g Co. m^ei\e tben distributed 
troxuKl «r>iTr.g ibe dif erert ri^ pt^£T.g c^oDoesits in a piv>ponioii 
that vms agreed ^•dcl 

Xow, it was xLax the iiT«-s:o:i pocl viici had bemi in opention 
even in the Xaikcial Parkrr.g Gx iiiDes. took the plac^e of the Dressed 
Meat Po&l: th^t is to say, a c:Tis:rn hoc en the ha^s of the 5aile and 
shipmoit of drKse»i nieat, iizz a divi^^-ii on the htsis of the puivhasd 
of live ariin-jirw 

It is evidesit thai if two or inoi^ conciems jwuvhase raw material^ 
all their raw UtiteriiL c::: a p^:iKii^e basis, that their operations 
and sales and eTerrtiing else, will t«id to be in that same pn>ponion, 
sin-.^ the raw nuLteriaii 2s i:imeui into the fiiii5hc>d pixxiuot* So that 
a control of tLe p Tir:hi^ of lire animals is the same thini^ and 
achieTes the fSTr.e end liS a o:«:::rOi of the 5h:j^ii:ent of dresssed meat. 

In part if, with wLi:-h I suppose the committee has become more or 
less familiar during tie time it has been in your hands, there is set 
out as an appoidix. and also liberaUy qnot^ from throughout the 
body of the report, a document calied the Black Book. 

THE ~ BLACK. BOOK.** 

This book is a memorandum that came into the hands of the com- 
mission in going through the papers relating to the formations of 
WUson ^ Co, out of the Sulzbei^r Co. The Sulzberger Co. had been 
a member of and a party to the preceding combinaticm, and it was 
finally taken over, or its name was changed to Wilson & Co., and 
in gomg through the papers relating to that transformation from the 
Su^berger Co. to Wilson & Co. a memorandum book was come upon 
by the commission. 

It is a private memorandum of Germon F, Sulzberger. It is fair 
to say that Mr. Sulzberger not only did not volunteer this thing but 
it was come upon without his knowing it, and he has objected that it 
was his private paper. However, it seems to have been in the public 
interest to keep possession of this memorandum, and the commission 
has kept it and has published it in full in part 2 of its report on the 
meating-packing industry. 

(jermon Sulzberger, representing the packing firm of Sulzberger & 
Co., which was the predecessor of Wilson & Co. (Inc.), attended 
meetings from time to time with two or more of the members of these 
precedmg combinations or pools. His concern itself was a member 
of these pools or some of them. He had a habit of setting down 
carefidly in writing in a methodical sort of way, apparentlv with 
very great care, the results of these various conferences, and there is 
internal evidence that the writing down of these things was done as 
quickly after the meeting as he had an opportunity — sometimes 
within an hour. So that here is a diar^ by a participant in these 
meetings of the proceedings, the discussions, the arrangements^ and 
sometimes the disagreements of tliese men and these companies. 

During the pericS that is covered by the Black Book memorandum 
the matter of the further development and the tying in of the South 
American packing business with that of the United States was the 
uppermost thing m the minds of the members of this combination, 
and for that reason the South American market, the division of it, 
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and arrangements concerning it are a much larger part of this memo- 
^a^dum and much more emphasized in this memorandum than they 
are in part 2 in general. 

This memorandum is very frank. The names of the packers, their 
associates, their attorneys,, and various officers are known by code 
names or symbols all the way through; and while the identity of 
these code names was worked out by the context satisfactorily by the 
agents of the commission, still, for verification, Mr. Sulzberger, un- 
willingly, was examined by the commission and required to give the 
key to the cipher code in his memorandum. This key is printed on 
page 213 of part 2, which is before you, and the memorandum just 
as it was found follows : 

The memorandum covers a period beginning in January, 1913, and 
running through to — I think the latest date is March, 1916. So that 
it carries through two years and from January until March and car- 
ries a fairly full diary of various conferences held by these gentlemen 
during that time. 

LIVE-STOCK POOL ELIMINATES REAL COMPETITION. 

Now, it will be said, and it has been said, that there is competition 
among these five packers, and that that competition is real com- 
petition. 

But, before I come to that, it is 28 years during which this in- 
dustry has been practically continuously under some form of in- 
vestigation by Government authorities. There has been litigation. 
There have been congressional investigations. There have been 
investigations ordered by Congress. There have been investigations 
undertaken by the Bureau of Corporations. During that time the 
methods and means of combination and agreement have been very 
much refined. 

To begin with, prior to the Sherman law there was frankly ai. 
avowed pool as to dressed meats. Then came the pooling or the 
division of live animals rather frankly and openly done. Certain 
percentages then used are found to persist. New concerns have 
been brought in ; old concerns have been absorbed, and the bringing 
in of the new concerns and the absorption of the old ones has 
brought about certain changes in the old percentages, but the 
changes in those percentages have been harmonious, and, after all, 
have had a distinct relation one with the other. So that the five 
big companies, in spite of all these changes — and they have been 
relatively slight — find themselves substantially as they were in the 
beginning, keeping in mind the fact that some new members have 
been added and some old ones have been absorbed. 

Mr. EscH. That is, Cudahy came into the last pool, as you pro- 
nounce it, and he was not in the original pool. 

Mr. CoLVER. Not in the dressed-meat pool. 

Mr. EscH. Not in the dressed-meat pool ? 

Mr. CoLVER. No; nor in the National Packing Co.; and neither 
was the Sulzberger Co. in the National Packing (Jo. 

Mr. EscH. Is the Sulzberger Co. a successor to the Schwartzschild 
& Sulzberger Co.? 

Mr. CoLVER. Yes. 

Mr. EscH. And afterwards it became Wilson & Co. (Inc.) ? 

Mr. CoLVER. That is correct. 
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Now, two things are insisted by these gentlemen — by the way, 
Cudahy was in the Veeder pool — ^first, that there is competition 
now, and that there has been competition in the purchase of live 

— animals, and therefore in the sale of products, and that any apparent ' 
^5 constant ratio is accounted for on a theoiy of " plant capacity," on 
TT which they might say, " admitting we buy in a certain ratio, it is 

^ ' because our plants have a capacity which have that proportionate 

in relation to each other." 

It is also pointed out that the fluctuations in the proportionate 
buying in various markets are very violent; that where, for example. 
Armour and Swift alone are in a given market their percentages of 
pm'chases vary widely in that market; that two of the five are in 
some markets, and three in other markets, and in some markets 
four, and in some all five of them; and that in any one of those 
markets you find very wide fluctuations and variations in the pro- 
portionate buying. 

DIAGRAM OF CATTLE PURCHASE PERCENTAGE. 

-t 

--J But, for the year 1916, for example, we take the 10 or 12 — 

^ I will say 12 — principal live-stock markets covered by the 

^ packers' division of purchase arrangement. We find that the 

_ fluctuations that are spoken of do exist in the individual markets 

^ and that the ratio and the percentage does jump around from week 

— to week and from day to day and from month to month. But 
^ bringing all 12 of them together and considering the figures sep- 
^ arately by weeks — ^that is, the first week in January, the second 
_-. week in January, and so on — we find the weekly purchases of Swift, 

— Armour, Morris, Wilson, and Cudahy, through the o2 weeks of the 
-J year, a line that looks like a sawtooth, up and down, it is true, but 

at that varying not more than 5 or 6 per cent. However, if we 
z: take the same figures of the five companies' purchases in the 12 
big markets, and, in the case of each company, add its weekly figures 
together — accumulating the weeks we go — ^we get for each week the 
figures for the year that far, or the " year to date." To explain these 
two methods : First, we take the first week in January, then, the 
second week in January, considered separately, and you will find con- 
siderable irregularity m the* ratio of purchases between the five pack- 
ers. But take the second method — that is, add the first week and the 
second week together, then, the first three weeks together, and so on, 
and the line begins to straighten out, and when we come to add the 
52 weeks together — ^and I call your attention to a diagram printed 
opposite page 60 of the Part II report — I call your attention to that 
diagram [diagram referred to is printed opposite this page] which 
shows in the upper part of the diagram for the year 1916 the varia- 
tion, week by week, of the number of head of cattle that were actu- 
ally sold to the five packers in the 12 principal cattle markets. Then, 
it shows, week by week, the percentage purchased by the five big 
concerns, i. e., the percentage each of the five bought, of the total 
bought by all five — ^their division of their combined supply. 

The lower chart, on the same piece of paper (opposite page 50, of 
Part II* of our report) shows these weekly totals carried forward 
cumulatively, each week adding all of the preceding weeks together, 
until you have the 52 weeks of the year added together for each of 
the five companies in the 12 markets, and the lines in no instance 
finish the end of the year more than the per cent off of the propor- 
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tions or the divisions. What you see in this chart for cattle in 1916 
holds in general for the other animals and the other years. 

Now, the irregularities of pjurchases in the various markets are 
cited as being proof of competition ; but if, with those irregularities 
for the five buyers in the individual markets, as marked as they are 
and they finally wind up in a practically straight line, some of those 
lines being as straight as you could draw a line with a ruler — and I 
again call your attention to this chart — that is too much of a coinci- 
dence to be cited as a proof of competition. Competition would not 
work that way. Some one company, or two of them, must fall out 
of line in some way. If, in 12 markets, week by week, five different 
purchasers, in different groups, in different markets; that is, a certain 
two of the five purchasmg at one market, another two in another, 
three at another, four at another, and all of them purchasing in 
others, and so on, with all the combinations that are made out of 
the 12 markets and the five purchasers, I say if all these purchasers 
and all these variations in proportions, week oy week, at those places, 
shall result in a straight line, it just doesn't happen as a coincidence ; 
and, I doubt, if it could be explained on any other theory than that 
there is something very much more definite than coincidence behind 
it, especially having reference to a fact like this 

Mr. Stephens. This diagram you refer to deals only with the pur- 
chases and not with the prices ? 

Mr. CoLVER. With the purchases only. It has nothing to do with 
anything but the purchase of the head of live stock. 

Mr. DoREMUs. Does it indicate anything except cattle? 

Mr. CoLVER. Only cattle. We will come to the others later, Mr. 
Doremus. 

" PLANT CAPACITY " THEORY. 

Mr. MuRDOCK. May I make the suggestion to you there that the 
answer of the big packers to this fixed and continuing uniform per- 
centage is plant capacity? 

Mr. CoLVER. I was about to come to that. 

Mr. MuRDOCK. I thought perhaps you had overlooked it. 

Mr. CoLVER. I had spoken of plant capacity, and I wanted to come 
back to that when we got this other thing visualized here. 

Mr. Stephens. And as an economic proposition, I presume that 
is sound ; that is to say, it would be an economic waste if these cattle 
were not distributed among the five packers in a manner that would 
keep them all employed ; that would keep their plants running ; that 
is, just considering it from an economic point of view only and from 
the point of view of the packers and not the point of view of the 
public. In other words, it would be an economic advantage to divide 
the cattle up equally among the packers according to their capacity. 

Mr. CoLVER. Quite so ; and it is not complained of. We are not 
bringing it here now as a complaint. We are bringing it here as 

a fact. 
Mr. Montague. Do you mean an economic advantage to the packer 

or to the public, or both? 

Mr. CoLVER. Well, I would say to all concerned, perhaps. 

Mr. Doremus. What about the rest of the folks? 

Mr. Sweet. I suppose it might be suggested, too, that these plants 
had been constructed with a certain capacity in order to take care 
of a certain proportion of the entire live stock. 
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Mr. CoLVER. Yes ; that was the suggestion Mr. Murdock made a 
few minutes ago, and I had also spoken of that a few moments ago 
by saying that that was a theory, and I said I was going to come 
to that theory called the " plant capacity theory " after T called your 
attention to this one thing, 

I have called your attention to the chart, which shows that there 
are 5 purchasers in 12 markets, purchasing in various groups and 
percentages in each market, week by week, and all coming out even 
at the end 

Mr. DoREMus. Pardon me, right there. You do not want us to 
understand that it is economically sound and advantageous for five 
packers to divide the market of the United States between them and 
each take their particular share agreed upon in advance. That really 
makes them the market, does it not? 

Mr. Stephens., Well, they are. 

Mr. CoLVER. Absolutely. 

Mr. DoREMus. Is that a sound condition economically ? 

Mr. CoLVER. No ; I would not say so. 

ifr. Montague. Did you not say so in answer to Mr. Stephens's 
question? 

Mr. CoLVER. Mr. Stephens's question, as I got it, was this : That it 
was economically well to be able to have facilities which would ab- 
sorb at all tunes the supply that came to the markets, and that that 
absorption might be in such a way as would keep all the plants run- 
ning, and I said we were not complaining about that. It would seem 
to me, if there were five going concerns, that competition would tend 
to keep those plants supplied with their material, and perhaps give 
somewhat better markets for thr* producers of those animals than an 
arrangement such as we find here; thtit competition will be better 
than agreement. 

Mr. Stephens. In other words, Mr. Colver, I presume that if we 
could get the packers to compete for their meat aniniiils. honestly 
compete for them, the equilibrium would he adjusted acc*:)rding to 
the capacity of th? plants, because if a man was not getting enough 
animals, he would bid up a little bit and get more; but, as a matter 
of fact, your diagram there would indicate, as well as in other places 
in this report, that there is not much competition between them in 
buying. 

Mr. Colver. No. Now, this brings us, with one mor? figure in 
your n)ind, to the consideration of the plant capacity theory. 

We find this straight line of the ratio of the total purchases in 12 
markets by 5 packers, and yet we find that the receipts of live 
stock at those 12 markets, week by week, constitutes the widest fluctu- 
ating line of all [indicating dotted line on chart]. So wo find, in 
the year 1916, which we are now studying, that in one week the re- 
ceipts at the 12 markets totaled only 62,006 cattle, and in the largest 
week the receipts were 190,686, and yet the percentage or straight 
line of vear to date weekly averages is not disturbed. 

The Chairman. On purchases? 

Mr. (^)LVEu. On purchases. Now, to come to Mr. Sweet's point. 
C)n the theory of plant capacity, that does not parse; it does not work 
out A theory of plant capacity would work all right if the supply 
were constant, but the theory of plant capacity 'does not work when 
you have a week of 62,000 ifiead receipts against a week of 190,000 
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receipts, because no plant on the 62,000 a week Was anywhere near 
capacity, and it is assumed that on the 190,000 a week all the plants 
must have been at or near capacity. 

So I would say that the plant-capacity theory does not prove out in 
the light of the-se wide fluctuations. 

Mr. Parker of New Jersey. How long do they keep their cattle in 
their yards ? 

Mr. CoLVER. Just as brief a time as possible. 

Mr. Parker of New Jersey. How many weeks do they sometimes 
keep their cattle in the yards? 

Mr. CoLVER. One or two days; rarely a week. 

Mr. Parker of New Jersey. They rarely keep their cattle a week ? 

Mr. CoLVER. Yes. 

Mr. Sweet. In other words, then, your position is that these plants 
are not being run at full capacity at all times? 

Mr. CoLVER. They are not. Having this chart before you and 
reading the one on the upper part of the page, with Mr. Sweet's ques- 
tion in mind and remembering Mr. Murdock's suggestion, you will find 
the low week — the 62,000 — was the week of April 8. Now, following 
the week of April 8 up this column, you find that the proportions 
of purchases of the five concerns were no more violent in their fluctua- 
tion than they were in many other weeks. In other words, when 
there were few cattle on the 12 markets the five packers bought in 
relatively the same proportions. There are variations, but not un- 
usual, and they did not at all disturb the steady proportional lines 
in the "year-to-date chart" — the lower diagram. Take the week 
of April 8 and add to it all the preceding weeks of the year and you 
find that curves are not disturbed at all. 

Now, going to the week of November 18, which was the high-receipt 
week, and when 190,000 animals were purchased and disposed of in 
these 12 markets to these five concerns, and following that week — the 
week of November 18 — down, you find no unusual fluctuation in the 
percentage relation of the purchases of the five companies to each 
other and to their total purchases; and following the same date on 
down to the lower diagram, which shows the percentages of purchase 
by the five packers for the year to date by weeks, you find no evidence 
of any variations there in that week or caused by that week. 

So that the plant-capacity theory does not seem to work. The fig- 
ures seem to be distinctly against it. 

LOCAL SLAUGHTER. 

Mr. Hamilton. May I ask you a question, Mr. Colver? 

Mr. CoLVER. Certainly. 

Mr. Hamilton. From your investigation you have not any doubt 
that there has been and is a cooperative undei'standing among the 
packers as to the prices to be paid for meat on the hoof, have you? 

Mr. CoLVER. No ; I have not any doubt of it. 

Mr. Hamilton. Your investigations have led you to* that conclu- 
sion. Take the smaller farmer, the producer of hogs, sheep, and 
cattle to a limited extent — is not the price fixed in respect to the local 
butchers' price by this price-controlling power, and does not the local 
butcher pay the local farmer about the same price that prevails in 
relation to the meat in the larger markets ; so that if tnere is an 
oligarchy, it extendis to the humblest hogpen in the country; is that 
your conclusion? 
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Mr. CoLVER. I think that the local butcher buys pretty much on 
the market, and the market is fixed 

Mr. Hamilton. And the local consumer pays big city prices, as a 
rule, for the steak he buys at the local market, does he not, as a rule; 
that is also your conclusion, is it not? 

Mr. CoLVER. I think it is ; oh, unquestionably. 

Mr. Dillon. Mr. Colver, in that connection, are there really any 
local people engaged now in the killing of live stock? 

Mr. CoLVER. For local consumption — ^you mean the village butcher? 

Mr. Dillon. Yes. 

Mr. CoLVER. Oh, yes. 

Mr. Dillon. The local butchers have all been driven out by these 
packers? 

Mr. CoLVER. Not entirely — ^no ; there is still local slaughtering. 

Mr. Dillon. But it is very limited, is it not? 

Mr. Colver. It is limited. 

Mr. Dillon. The tendency is to drive the local butcher out of busi- 
ness, is it not? 

Mr, Colver. They have been disappearing, and they are decreasing 
in number rather than increasing, and they are decreasing in their 
percentage of. purchase of the live stock oi the country proportion- 
atelv. 

I do not want to have it appear that we are saying here — and it is 
a good time, I think, to make it clear, so that there can not be a con- 
fusion — ^that these five packing concerns have a domination and a 
very great control and a very great percentage of all the animals that 
are used as food. We do say that that exists with respects to tho 
animals used as food and shipped in interstate commerce; and then 
we say that that volume of animals proportionately is very great 
with respect to the whole. But if you add to the number of animals 
that are purchased and slaughtered and prepared for food hj in 
dependent packers in interstate commerce all those that are killed 
on the farm (and^ of which statistics are secured for you by the De- 
partment of Agriculture) and all those that are killed by the vil- 
lage butchers, you get a substantial figure to offset against the total 
purchase by these five packers. But, manifestly, the animal that is 
slaughtered on the farm for domestic, for home use, the animals 
that are killed by the village butcher for local consumption, are not 
in competition, are not in interstate commerce ; and the (Question that 
we are directing our attention to is the meat industry in interstate 
commerce, and the proportion is so much greater that, while it is 
related in thousands, when you think of the thousands of farms and 
the thousands of homes in the country — when the packers give you 
figures in thousands of the animals they do not get, it will look oig. 
But that figure will be composed, if you ask it to be analyzed when 
it is given to you, very largely of the farm-slaughtered animal or 
the animal slaughtered by the local butcher ; and when you come to 
analyze it and nnd out how much there has been of destruction of 
competition in interstate commerce in this industry, the figure will 
change very much in its significance. 

Mr. Hamilton. The local butcher, say, in a town of 5,000 or 10,000 
within 100 miles or perhaps a little more of Chicago, will not per- 
haps find enough stock on the hoof, in his vicinity, to supply the 
needs of the patrons of his market, and therefore, as a rule, that 
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local butcher buys meat of the packer, does he not, to supply in part 
his local trade, and completes his stock from such animals as he can 
pick up from time to time locally? 

Mr. Kayrurn. Do you mean iresh meat ? 

Mr. Hamilton. Yes; that is exactly what I mean. 

Mr. Eayburn. That is entirely true of the section in which I live, 
and I am within 100 miles of the packing plants of Armour and 
Swift in Fort Worth. 

Mr. Hamilton. I think it is true in the vicinity of Chicago. 

Mr. Sweet. It is true in northeastern Iowa, I know. 

Mr. Hamilton. Now then, the prices that the butcher pays for his 
meat, in other words, the prices that the packers fix are the prices 
that control him in his dealings, and in all probability he will en- 
deavor to buy the animals on the hoof for as much less as he possibly 
can; is that correct, too? 

Mr. CoLVER. Of course, he naturally would want to take advantage 
of any freight differential. 

Mr. Hamilton. He never rises above the fountain head of prices 
fixed by the combine, does he — did you ever hear of any such thing? 

Mr. CoLVER. No; we have no knowledge of such an instance. 

Mr. Montague. Is the price of cattle m the small town noticeably 
affected by the price fixed by the packers ? 

Mr. CoLVER. Oh, yes. The local market, that is, the price at which 
the local sale is made, is a reflection of the market on that day or the 
previous day in the local paper which is the Chicago, the Omaha, or 
one of the other big markets. 

Mr. Montague. I ask that because I understood you to say a mo- 
ment ago there was no relation between what was called the farm 
cattle slaughtered by the local butcher and the cattle that went into 
the great combine. 

Mr. CoLVER. I did not mean to say that there was no relation. I 
mean to say 

Mr. Montague (interposing). Perhaps I might have misunder- 
stood you. Perhaps you meant to say that you were only dealing 
with live stock that entered into interstate commerce and were not 
dealing with the prices fixed by the local butcher — ^perhaps those 
last words are not apt, but I will let them stand. 

Mr. CoLVER. Yes; I think that is a better statement of the point 
I made. 

FIVE-YEAR diagrams OF CATTLE, SHEEP, AND HOG PURCHASE PERCENTAGES. 

To come back to your question, Mr. Doremus, you asked if this ' 
chart I was reading from had only to do with cattle, and whether 
or not we had considered the other sorts of animals. Without going 
into an examination of the chart, which is on the opposite page 

Mr. Doremus. If it is in the report, I can read that later in the day. 

Mr. CoLVER. There is a chart [chart referred to inserted on oppo- 
site page] opposite page 57 having to do with cattle, sheep, and hogs, 
and for the calendar years accumulatively 1914, 1915, 1916, and 19lT ; 
but without going into that table, which is similar to the one I have 
just been talking about as to the cattle, I can give you in a word the 
percentages of tne stock purchases at the 12 largest markets by the 
nve great packers and all other purchasers — ^that is, the relation be- 
tween the purchase by these five packers and by all others in these 
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12 markets. These are not just the same markets I have been speak- 
ing of in connection with the cattle chart, but include most of th€ 
same ones. 

BIG PACKER PROPORTION OF TOTAL SLAUGHER AT 12 PRINCIPAL LIVE STOCK 

MARKETS. 

Mr. DoREMiJS. Let me ask you, then, right in that connection : Have 
you any information showing the proportion of the total production 
of live stock that is marketed in the 12 places and taken by or ab- 
sorbed by these five concerns ? 

Mr. CoLVER. Yes. That is a better way to describe these figures I 
am about to give you. I am going to give you now the total purchases 
in the 12 great markets, and then I am going to give you the propor- 
tion or percentage which was purchased by nie five great packers and 
purchases by all other than the five great packers. 

Mr. Hamilton. Will you name the 12 great markets? 

Mr. CoLVER. They are Chicago, Kansas City, Omaha, St. Louis, 
New York City, St. Joseph, Fort Worth, St. Paul, Sioux City, Okla- 
homa City, Denver, and Wichita. 

Mr. Parker, of New Jersey. Are you reading from the book? 

Mr. CoLVER. I am referring to pa^ 40, Mr. Parker. 

Mr. EscH. That excluded the Pacific slope? 

Mr. CoLVER. Yes. 

Mr. EscH. They have some separate arrangement there? 

Mr. CoLVER. Yes; the Pacific coast matter was treated separately 
in this part of the report. Part 2 has been treated separately. 

The Chairman. Will you state a percentage of the purchases in 
these 12 markets by the five great packers, and then give the per- 
centages of all other purchases in those 12 markets ? 

Mr. CoLVER. The number of animals purchased in these 12 markets 
which I have just recited 

Mr. Sweet (interposing). When you say '* animals," you mean 
hogs and cattle? 

Mr. CoLVER. I am going to classify them. The number of animals 
purchased in these 12 markets in the calendar year of 1916, and the 
proportion in which they were purchased, the percentage, with 
respect to whether they were purchased by one of the five great 
packers or bv somebody else, are as follows: 

Cattle. — ^Total purchases, 6,440,140; purchased by the five great 
packers, 94.4 per cent, or by head, 6,081.698 ; and purchased by other 
than the five great packers, 358,442; the percentage for all others 
is 5,6. 

Calves. — ^The total disposed of through these 12 markets was 
1,410,864, of which the five great packers purchased 1,257,151, or 89.1 
per cent, all other purchases being a total of 10.9 per cent. 

Similarly, in the same markets and with the same identification as 
to sheep — ^total purchases or sales — ^if we want to call them " sales " — 
9,552,943 ; of which the five great packers got 9,005,559, which was 
94.3 per cent, leaving 5.7 per cent tor all otner purchasers. 

As to hogs — ^the receipts were 24,399,923, of which the five great 
packers were the purchasers of 19,768,776, or 81 per cent; the pur- 
chases of all other than the five great packers was 19 per cent, or a 
total of 4,631,157 hogs. 

Now, counting these animals by the head, which is a somewhat 
misleading thing to do because they are of different value ; they are 
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different price per pound; they are of different value, of different 
size as to their yield of food and all that sort of thing, so it is not 
very illuminating to add unlike things together and get percentages. 
However, it can be done and considered for what it is worth, and 
it shows that in the 12 markets the receipts of all these animals, 
cattle, calves, sheep, and swine, the total receipts were 41,803,807 
head for the calendar year 1916 ; and of these the five great packers 
purchased 86,113,184, which is 86*4 per cent. 

All other than the five great pacjkers who purchased in those 12 
markets purchased a total of 5,690,686, which is 18.6 per cent. 

Attention is immediately attracted here to the fact that the pro- 
portion is the smallest as between the five great packers and all others 
with respect to hogs, and the primary reason for that is this : That in 
the marketing of the hogs the refrigerator car is not so essential. 
The hog is turned into provisions, bacon, hams, salted meat, etc., and 
for that reason the refrigerator car docs not play so important a 
. part in that side of the industry. That, if anything, adds to what 
we have before said to you about the effectiveness of the refrigerator 
car as a means of control in this industry. 

Mr. Hamilton. How many packing corporations are there outride 
of the so-called five packers? 

Mr. CoLVER. I think, rather than put in a fragmentary sort of a 
list, Mr. Hamilton, if you are willing we will get one up more care- 
fully and put it in later. 

Mr. Hamilton. I think it would be advisable to have it in the 
record. 

Mr. CoLVER. Yes; I will do that. 

(The material referred to was subsequently furnished, and is here 
inserted, as follows:) 

LIST OF INDEPENDENT SLAUGHTERERS. 

The independent slaughtering firms in the United States are as fol\ows: 
On June 30, 1917, the commission found 623 independent firms engaged in 
local, (intrastate) trade which slaughter one or more kinds of animals. It 
found 227 independent firms which do an interstate business which slaughter 
one or more kinds of animals. The names and addresses of these interstate 
independent slaughterers are given below. 

In submitting the number of independent local slaughterers and the names 
of the interstate independent slaughterers it should be stated that the commis- 
sion does not make the positive statement that all of the firms enumerated are 
really independent of one or the other of the big five. It can only state that 
at the present it has no convincing evidence that they- are controlled by the 
big five. It is known that some of them are very closely tied up with the big 
packers by leasing or other arrangements. The commission is not able to say 
that these arrangements constitute " control." 

INTERSTATE INDEPENDENT SLAUGHTERING COMPANIES. 

Agar Co., John, 4001-4051 Union Street, Chicago, 111. 

Allison & Co., J. H. (Inc.), 1201-1203 Fort Street, Chattanooga, Tenn. 

Arbogast & Bastlan Co., 1-19 Hamilton Street, Allentown, Pa. 

Aron, A. ( Inc. ) , 335 Johnson Avenue, Brooklyn, N. Y. 

Aronhime Packing Co., Bristol, Tenn. 

Augusta Packing Co., New Savannah Hoad, Augusta, Ga. 

Barton & Co., Seattle, Wash. 

Baton Rouge Abattoir, Baton Rouge, La. 

Bauer's Sons, Jacob, 2932 Massachusetts Avenue, Cincinnati, Ohio, 

Baum, Joseph, 308 Central Avenue, Kansas City, Kans. 

Belmont Farm Products Co., Belmont, Mass. 

Belz Provision Co., J. H., 3601 South Broadway, St. Louis, Mo. 

Birmingham Packing Co., 2105 Morris Avenue, Birmingham, Ala. 
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Blumenstock & Held Co., 3261 West Sixty-fifth Street, Cleveland, Ohio. 

Boise Butcher Co. (Ltd.), Boise, Idaho. 

Bomwasser Co., L. P., 929 Gelger Street, Louisville, Ky. 

Boyd, Lunham & Co., Union Stock Yards, Chicago, 111. 

Brennan Packing Co., 3916 Butler Street, Chicago, 111. 

Brighton Dressed Meat Co., Brighton Abattoir, Brighton, Mass. 

Bristol Packing Co., Virginia Avenue, Bristol, Tenn. 

Brown, A- L., Nlsqually, Wash. 

Brown Bros., 534 West Ray Street, Indianapolis, Ind. 

Buckley Co., John J. (Inc.), 34 West Second Street, Chester, Pa. 

Bull, J. C, jr., Co., Areata, Cal. 

Burk, Louis, Girard Avenue and Third Street, Philadelphia, Pa.. 

Burkhardt Packing Co., the Henry, Dayton, Ohio. 

Butchers' Packing Co. of Cincinnati, 529 Poplar Street, Cincinnati, Ohio. 

Butchers' Abbatoir, post office box No. 506, Augusta, Ga. 

Capital Meat & Live Stock Co., Denver, Colo. 

Carondelet Packing Co., 8000 Ivory Avenue, St. Louis, Mo. 

Carr, George G., Main Street, West Newbury, Mass. 

Oarstens Packing Co., Tacoma, Wash. 

Cheshire Farm, Keene, N. H. 

Chicago Packing Co., 4531-4539 Gross Avenue, Chicago, 111. 

Chieffetz & Greenberg, 264 Hudson Avenue, Brooklyn, N. Y. 

Cincinnati Abattoir Co., 3241 Spring Grove, Cincinnati, Ohio. 

Cleveland Provision Co., Commercial Road, CJleveland, Ohio. 

Cochrane Packing Co., Central Avenue and Water Street, Kansas City, Kans. 

Cohen, Nathan, Brighton Abattoir, Brighton, Mass. 

Columbus Packing Co., Columbus, Ohio. 

Comstock & Co., 199 Canal Street, Providence, R. I. 

Consolidated Dressed Beef Co., Philadelphia, Pa. 

Oorkran, Hill & Co., U^ion Stock Yards, Baltimore, Md. 

Crane Co., M., 651 West Thirty-ninth Street, New York, N. Y. 

Cray Packing Co., S. J., Bellows Falls, Vt. 

Ondahy Bros. Co., Cudahy, Wis. 

Danahy Co., Metcalf and Clinton Streets, Buffalo, N. Y. 

Davis, C. A., 9 Fair Street, Newburyport, Mass. 

Decker & Sons, Jacob E., Mason City, Iowa. 

Dold Packing Co., Jacob, No. 745 Williams Street, Buffalo, N. Y. * 

Drummond Packing Co., Eau Claire, Wis. 

Dryfus Packing & Provision Co., First and Ellsworth Streets, La Fayette, Ind. 

Dubuque Packing Co., Sixteenth and Sycamore Streets, Dubuque, Iowa. 

Oonlevy Packing Co., Hamilton Avenue and Enterprise Street, Pittsburgh, Pa. 

East Side Packing Co., Second Street and Lynch Avenue, East St. Louis, 111. 

Eokart Packing Co., Fred, 1825 West Main Street, Fort Wayne, Ind. 

Elliott & Co., Thirty-seventh Avenue west, Duluth, Minn. 

Elmore Live Stock Co., P. O. box 43, Peoria, 111. 

Engelhom, John, 17-23 Avenue L, Newark, N. J. 

Erhardt & Sons, G., 545 Poplar Street, Cincinnati, Ohio. 

p:vansville Packing Co., The, Morgan Avenue and Harriet Street, Evansville, 
Ind. 

Farmers' Cooperative Packing Co., North Street and Chicago, Milwaukee & 
St Paul Railway tracks, Madison, Wis. 

Farmers' Cooperative Packing Co. of Wausau, Wausau, Wis. 

Farmers' Senun Co., National Stock Yards, St. Clair CJounty, III. 

Felln & Co., John J., 4144 Germantown Avenue, Philadelphia, Pa. 

Fergus Packing Co., Fergus Falls, Minn. 

Fesenmeier Packing Co., Fourteenth Street and Madison Avenue, Huntington, ^ 
\V. Va. 

Pigge & Hutwelker Co., 621-635 West Fortieth Street, New York City. 

Fink & Sons, A. (Inc.), 129 Belmont Avenue, Newark, N. J. 

Fookes* Sons Co., The William, East Springfield Pike, Dayton, Ohio. 

Folger, Jacob, Phillips Avenue, Toledo, Ohio. 

Forbes & Co., W. S., Hermitage Road, Richmond, Va. 

Fostoria Provision Co., The, Fostoria, Ohio. 

Frank, Moe, 604 West Fortieth Street, New York City. 

Frelse Packing Co., 3654 Gravols Avenue, St. Louis, Mo. 

Freund, Charles A., Rachel and Henshaw Streets, Cincinnati, Ohio. 

Freund, Ernest, 1215 West Liberty Street. Cincinnati, Ohio. 



86 GOVEBNMBNT CONTROL OF MEAT-PACKING INDUSTRY. 

Freund Packing & Manufacturing Co., St. Joseph, Mo. 
Frye & Co., Seattle, Wash. 

Fuhrman, L. P., 1010 Clinton Street, Buffalo, N. Y. 
Fullerton & Co., D., Warren and East Fifth Street, Paterson, N. J. 
Gall, S. W., 211^2125 Freeman Avenue, Cincinnati, Ohio. 
Gebeiein, John A., 731 North Castle Street, Baltimore, Md. 
Godel & Sons, E., foot South Street, Peoria, 111. 
Goldberg, Moses, Brighton Abattoir, Brighton, Mass. 
Gordon & Co., Walter, 406 Mystic Avenue, Somerville, Mass. 
Gotham Packing Co. (Inc.), 352 Johnson Avenue, Brooklyn, N. Y. 
Greenwald Packing Co., Union Stock Yards, Baltimore, Md. 
Guggenheim Bros., Forty-sixth Place and Parker Avenue, Chicago, 111. 
Guniz & Co., li., 125 Muskegon Avenue, Milwaukee, Wis. 
Haehnle, Erhardt, 1817 John Street, Cincinnati, Ohio. 
Hagan & Gushing Co., Moscow, Idaho. 
Halligan, Thomas, 606 West Fortieth- Street, New York City, 
Hammond, Standish & Co., 341-363 Twentieth Street, Detroit, Mich. 
Hardy, Charles S., 710-722 Sixth Street, San Diego, Cal. 
Hart & Bros. Co., The, Fifth and Poplar Streets, Wilmington, Del. 
Hauser Packing Co., Box A, Arcade Station, Los Angeles, Cal. 
Hausman & Sons, George (Inc.), Fifty-first and Westminster Street, Phila- 
delphia, Pia. 

Haverhill Abattoir Co., Hillsdale Street, Haverhill, Mass. 

Hell Packing Co., 2216 La Salle Street, St. Louis, Mo. 

Heinbold & Co., K., 808 North Chester Street, Baltimore, Md. 

Henneberry & Co., South Summit Street, Arkansas City, Kans. 

Hoffman Packing Co., John, 2131 Baymiller Street, Cincinnati, Ohio. 

Hoffman's Sons Co., The John, 2148 Coleraine Avenue, Cincinnati, Ohio. 

Hohman & Sons, C, 2038 East Monument Street, Baltimore, Md. 

Holtsinger Co., S. M., Morristown, Tenn. 

Home Packing & Ice Co., First and Chestnut Streets, Terre Haute, Ind. 

Hormel & Co., George A., Austin, Minn. 

Houlton Dressed Meat Co., Pleasant Street, Houlton, Me. 

Houston Packing Co., Houston, Tex. 

Hull & Dillon Packing Co., The, Pittsburg, Kans. 

Independent Packing Co., Forty-first and Halstead Streets, Chicago, 111. 

Indianapolis Abattoir Co., Morris Street and White River, Indianapolis, Ind. 

Indian Packing Co., Green Bay, Wis. 

Inland Meat Co. (Ltd.), Bridge Street, Clarkston, Wash. 

Inter-County Cooperative Packing Co., New Richmond, Wis. 

Interstate Packing Co., Winona, Minn. 

Interstate Vaccine Co., Kansas City, Mo. 

Iowa Packing Co., Des Moines, Iowa. 

.Jacksonville Packing Co., Jacksonville, III. 

Jockers, John, 1907 Dunlap Street, Cincinnati, Ohio. 

Jones Dairy Farm, The, Fort Atkinson, Wis. 

Jones & Lamb Co., Pennsylvania and Fulton Avenues, Baltimore, Md. 

Juengling, Gustav, 2869 Massachusetts Avenue, Cincinnati, Ohio. 

Kahn's Sons Co., The E., 519 Livingston Street, Cincinnati, Ohio. 

Kaiser, George, 81 North First Street, Kansas City, Kans. 

Kansas Packing Co., Fourth Avenue east, Hutchinson, Kans. 

Kaufman Beef Co. (Inc.), Union Stockyards, Baltimore, Md. 

Kingan & Co. (Ltd.), Union Stockyards, Indianapolis, Ind. 

Klinck Bros., 588 Howard Street, Buffalo, N. Y. 

Klinck Packing Co., C, 37 Depot Street, Buffalo, N. Y. 

Kohrs Packing Co., 1,343 West Second Street, Davenport, Iowa. 

Krey Packing Co., Twenty-first Street and Bremen Avenue, St. Louis, Mo. 

Kriel, Charles G., 7 West Henrietta Street, Baltimore, Md. 

Kroger Grocery & Baking Co., Bank and Winchell Streets, Cincinnati, Ohio. 

Kuhn, Michael, jr., 3008-3100 Coloraine Avenue, Cincinnati, Ohio. 

Kurdle Co.. The Thomas J., 3811 Eastern Avenue, Highlandtown, Md. 

Lake Erie Provision Co., The, Cleveland, Ohio. 

Layton Co., The, Muskego Avenue, foot Thirteenth Street, Milwaukee, WlB. 

Lehman, C, 321 Johnson Avenue, Brooklyn, N. Y. 

Levy, Aaron & Co., 262 Hudson Avenue, Brooklyn, N. Y. 

Levy, M. & D., 224 Ninth Street, Brooklyn, N. Y. 

Lohrey Packing Co., 2827-2829 Massachusetts Avenue, Cincinnati, Ohio. 
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Louisville Provision Ck>, (Inc.), 914r-820 East Market, Louisville, Ky. 

Lowenstein*s Sons Co., The A., John and Livingston Streets, Cincinnati, Ohio. 

Luer Bros. Packing & Ice Co., 707-719 Second Street, Alton, 111. 

McMillan Co., J. T., St. Paul, Minn. 

Manhattan City Dressed Beef Co., 403-405 East Forty-fourth Street, New 
York, N. Y. 

March Packing Co., The A. H., 139 Front Street, Bridgeport, Pa. 

Martin Co., D. B., Union Stockyards, Baltimore, Md. 

Martin, The D. B. Co., of Delaware, Market and Thirtieth Streets, Philadel- 
phia, Pa« 

Maynes, R. J., 3034-3036 Market Street, Philadelphia, Pa. 

Meyer Packing Co., The H. H., Central Avenue, Cincinnati, Ohio. 

Meyer's Sons, Henry, 2855 Sidney Avenue, Cincinnati, Ohio. 

Miller, Charles & Co., 37-42 Secaucaus Road, North Bergen, N. J. 

Miller & Hart, Forty-fifth Place and Packers Avenue, Chicago, 111. 

Mindick, M., Brighton Abattoir, Brighton, Mass. 

Missouri Valley Serum Co., 50 North Second Street, Kansas City, Kans. 

Morren & Co., John, Haynes Street, Ottumwa, Iowa. 

Morristown Packing Co., Morrlstown, Tenn. 

Morrlstown Produce & Ice Co., Morristown, Tenn. 

Mulford Co., H. K., 428 South Thirteenth Street, Philadelphia, Pa. 

Murray & Co., Frank J. (Inc.), Chester, >'. Y. 

Natchez Dressed Beef Co., Natchez, Misia. 

Neuhoff Abattoir & Packing Co., 1310 Adams Street, Nashville, Tenn. 

Newhof, Lewis, 410 South Pearl Street, Albany, N. Y. 

New York Veal & Mutton Co., First Avenue and Forty-third Street, New York 
City. 

Nuckolls Packing Co., Pueblo, Colo. 

Ogden Packing & Provision Co., Ogden, Utah. 

Ohio Provision Co., The, Clark Avenue, and Big Four, Cleveland, Ohio. 

Olathe Packing Co., Olathe, Kans. 

Old Dutch Market, Washington, D. C. 

Paggendlck, Daniel, 1815 John Street, Cincinnati, Ohio. 

Pancero, Charles, 2871 Massachusetts Avenue, Cincinnati, Ohio. 

Pancero, Howard, 260 Stark Street, Cincinnati, Ohio. 

Paresky, I., Brighton Abattoir, Brighton, Mass. 

Parker, Webb & Co., Michigan Avenue and Twentieth Street, Detroit, Mich. 

Pearl Packing Co., 710 North West Street, Madison, Ind. 

Penley, E. W., 37 Knight Street, Auburn. Me. 

Pfaelzer, Louis & Sons, 3027-3943 South Halstead Street, Chicago, 111. 

Pfund & Sons, 6. F., aM5 Germantown Avenue, Philadelphia, Pa. 

Plant, Samuel, 407 East Forty-fourth Street, New York City. 

Rath Packing Co., Elm & Sycamore Streets, Waterloo, Iowa. 

Reading Abattoir Co., 216-232 Pine Street, Reading, Pa. 

Rehn, W. G., 441 Bank Street, Cincinnati, Ohio. 

Reiland Packing Co., Grand Rapids, Wis. 

Roberts & Oake, Forty-fifth and Center Avenue, Union Stock Yards, Chicago, 
III. 

Robe & Bro., 527 West Thirty-sixth Street, New York City. 

Rosslyn Packing Co., Rosslyn, Va. 

Ronth & Co., W. C, Logansport and S. W. Plko, Logan.sport, Ind. 

Royal Serum Co., The, Kansas City, Kans. 

The Ruddy Packing Co., Kansas City, Kans. 

Rupp Packing Co., The George, Sycamore Street and Monument Avenue, 
Hamilton, Ohio. 

Satalen Estate, Joseph, 318 Howard Street, Buffalo, N. Y. 

St Louis Independent Packing Co., 3857 Chauteau Avenue, St. Ix»ui8, Mo. 

San Antonio Meat Co., Pomona, Cal. 

Sander Packing Co., A., 1024 Gest Street, Cincinnati, Ohio. 

Sartorius Provision Co., 2734 Arsenal Street, St. I^uls, Mo. 

Scanlan, J. M. & P., 613 West Fortieth Street. New York City. 

Schenck & Sons Co., Center and Second Streets, Fulton, Wh«»Hng, W. Va. 

Schladiter's Sons, Jacob, 2831 Coleraine Avenue, Cincinnati, Ohio. 

Scfaloss, Held & Schloss, Avenue D and Astor Street, Newark, N. J. 

Schluderburg & Son, William, Bank and'Third Streets, HIghlandtown, Md. 

Scfaroth Packing Co., The J. & F., O^rmary Strwt, Cincinnati, Ohio. 

aeltaer Packing Co., Water Street Pottsrille, Pa. 
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Siegel-Hechinger Packing & Provision Co., 968-070 Thirty-eighth Place. 
Chicago, III. 

Sihler Hog Cholera Serum Co., The, 1602 West Sixteenth Street, Kansas 
City, Mo. 

Standard Serum Co., The, 11 South Second Street, Kansas City, Kans. 

S tatter & Co., Leech Street and Floyd River, Sioux City, Iowa. 

Stolle, Anton, & Sons Packing House, 40 Liberty Avenue, Richmond, Ind. 

Stoppenbach's Sons, C, Jefferson, Wis. 

Strauss & Adler, 606-611 West Fortieth Street, New York City. 

Sucher Packing Co., The Charles, North Western Avenue, Dayton, Ohio. 

Sullivan Packing Co., 256 Beecher Avenue, Detroit, Mich. 

Tovrea & Co., B. A., Bisbee, Ariz. 

Tazewell Packing Co., North Tazewell, Va. 

Theurer-Norton Provision Co., The, Stock Avenue and West Sixty-third Street, 
Cleveland, Ohio. 

Twin City Packing Co., 210 Belleview Street, Menominee, Mich. 

Ulmer Packing Co., Jacob, Walnut and Railroad Streets, PottsviUe, Pa. 

Valentine Meat Juice Co., High & Goddln Streets, Richmond, Va. 

Van Dyck Co., L. H., Gardiner, Mont. 

Vissman & Co., C. F., 417 Bickle Avenue, Louisville, Ky. 

Vogel & Son, Jacob, 2604 Coleralne Avenue, Cincinnati, Ohio. 

Vogt & Son, F. G., Thirtieth and Race Streets, Philadelphia, Pa. 

Washington Abattoir Co., Bennlngs, D. C. 

Ware County Light & Power Co., 52 Wall Street, New York City. (See Way- 
cross Packing Co., Waycross, Ga. 

Weill & Isaacs, 244 Hudson Avenue, Brooklyn, N. Y. 

Western Packing & Provision Co., 3854 Morgan Street, Chicago, lU. 

White, J. & D. M., Brighton Abattoir, Brighton, Mass. 

Williams Live Stock Co., The, Hall stead. Pa. 

Wilmington Abattoir & Cold Storage Co., 220 Tatnal Street, Wilmington, Del. 

Wilson Provision Co., Foot South Street, Peoria, 111. 

Wolff Packing Co., Charles, Topeka, Kans. 

Zehler Provision Co., The George, 1705 Logan Street, Cincinnati, Ohio. 

Zehner Bros. Packing Co., The, Union Stock Yards, Toledo, Ohio. 

Zoller Co., WiUiam, 350 Spring Garden Ave., Pittsburgh, Pa. 

Mr. Sweet. Can you give the percentage of meat that is trans- 
ported by refrigerator cars owned by the packers? 

Mr. CoLVER. I can not do it now, but I have hoped to be able, per- 
haps to-morrow, to go into the whole refrigerator-car matter, and 
that would be, of course, one of the essential things in any such an 
examination. 

Now, I do not want to be understood 

BIG PACKER PROPORTION OF INTERSTATE SLAUGHTER AT 1 2 MARKETS AND 

ELSEWHERE. 

Mr. Eayburn (interposing). Let me ask you there — you read some 
figures there about the number of cattle purchased in the 12 great 
markets, and the percentage that was bought by the five big packers. 
That does not represent, of course, the percentage of cattle in the 
country that are packed by other packers outside of these five? 

Mr. CoLVER. When you ask whether it does not represent it, you 
mean that that percentage does not ? 

Mr. Eayburn. Yes. 

Mr. CoLVER. No. 

Mr. Eatburn. Now, could you give us that? 

Mr. CoLVER. I was just about to say — I think the beginning of my 
sentence will show that I started to say this: I do not want to be 
understood as saying that these figures which I have given now are 
figures for the total sale or purchase of live stock in the country. I 
am saying this : That these figures represent a very great proportion 
and represent all the animals sold at the 12 greatest markets. 
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actions, are on the basis of the going market. Now the purchases of 
94.4 per cent of the cattle in the 12 great markets, if nve concerns 
so purchase that a cumulative percentage of the purchases, week by 
week, shows no variation, and so no competition ; those five purchas- 
ers, buying on an agreed — or at least in a way that works out as if it 
were an agreed — percentage, must make the market, and, having 
made the market, other jjeople must buy or do buy at the market. 

Mr. Hamilton. That is, you discover that, whether by coincidence 
or otherwise, the packing organization outside of the five packers are 
paying substantially the same prices for meat on the hoof as are paid 
by the five packers ; and thev are selling the finished product at sub- 
stantially the prices received by the five packers? 

Mr. CoLVER. Exactly so. 

Mr. Hamilton. In other words, the figures given by them are the 
governing figures, the index figures. That is your conclusion? 

Mr. CoLVER. Yes, sir ; it is. 

Mr. Hamilton. I want before we finish — or when you return — ^to 
ask you something about the returns to the packers on by-products, so 
called, of slaughtered animals. It is somewhat interesting and I 
know very little about it. I assume you have had occasion to inves- 
tigate. I am told that there is a considerable return from by-products 
and that some of the uses of these by-products are in the nature of 
trade secrets. 

(Mr. Colver submitted the following in answer to Mr. Hamilton's 
question concerning the packers' returns on by-products:) 

By-Pboduct Profits. 

The books of the five chief packers operate according to an accounting system 
which usually shows losses on main products (carcass meats), and profits — 
sometimes very large profits — on so-called by-products. Thus, Armour & Oo.i in 
the fiscal year 1916, the most profitable year that the company had ever known 
to that time, exhibited an aggregate loss in the " dressed beef " departments 
of their 11 chief packing plants of $1,438,761, while a gain of $3,156,901 was 
shown in the primary by-product departments during the same period. 

Armour d Co, 



19ie— 52 weeks. 



Chicago 

Kansas City 

Om^a , 

St. Louis 

Fort Worth 

Sioux City 

St. Joseph ». 



Dressed- 


"Beef 


beef 


section" ^ 


depart- 


by-prod- 


ment 


uct [ 


loas&s. 


profits. 1 


1636,615 


1854,448 


256,649 


678,519 


178,406 


561,987 


107,060 


231,386 


27,946 


196,489 


54,423 


74,743 


84,853 


136,776 

1 



1916—52 weeks. 



New York. 
Hamilton.. 

Denver 

Fowler 



Total. 



Dressed- 
beef 

depart- 
ment 

losses. 



$10,851 
19,981 
30,935 
31,042 



1,438,761 



"Beef 

section" » 
by-prod- 
. uct 
profits. 



$327,575 

23,355 

65,318 

6,305 



3,156,901 



1 Includes the following departments: Hides, oleo, casings, beef tanks, vinegar-pickled beef products, 
fresh beef products, beef cutting, beef curing, dried beef. 

That Armour & Co. put little faith in the above losses on beef, as exhibited 
by the books of the " dressed-beef department," is attested by the practice of com- 
bining both the beef losses and the primary by-product profits into one net total 
when figuring the profit per pound of beef sold. This area of doubt as to what 
is the true profit or loss on meat, as against the true profit or loss on live-stock 
by-products, extends over the whole field of packers* departmental results. No 
two packers select the result of the same departments when they are working up 
profits per pound or per head for public announcement. Thus the diflference 
between Armour and Swift* methods Is well illustrated by the following letter : 
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[Private.] 

Chicago, Ji^ne 23, 1916. 
Messrs. Louis F. Swift, Edwabd F. Swift: 

Referring to Henry Veeder's letter June 13 to L. F. S. regarding Borland reso- 
lution, in which Mr. Meeker is quoted as saying that Armour made a profit of 
$1.19 per head on cattle for certain period (ours for same period $1.28 per head) : 

Mr. Chaplin understands that Armour's includes their canners, which ours 
does not, part of their sausage results, and has lOf^ added per head for good meas- 
ure for by-products transferred at market prices which ours does not. 

If our and Libby's cattle were thrown together for the period, without in- 
cluding sausage or anything for good measure. It would bring ours up over $2 
per head. 

Mr. Chaplin didn't think there could be as much difference as this, but checked 
ft pretty close and understands definitely that theirs includes all of the above- 
mentioned, which ours does not. 

Chables H. Swift. 

In other words, had Swift included canning, sausage, and 10 cents for good 
measure, as did Armour, in figuring a profit per head. Swift would have had to 
report a total of $2, rather than the $1.28 per head actually reported. 

In spite of these difficulties, which the packers are quick to recognize when 
public information in regard to profit is required, the books go along year after 
year, recording departmental profits and losses with apparent finality. Here, 
for instance, are book results of certain by-products departments during the past 
few years: 



1912 



Armour & Co. 

Oleo 

WoU and pelts. 
Fresh sausa'^e.. 
Canned meats. 

Glue 

FertiUzer 

Leatlier 



$559,543 
275,988 
299 
85,339 
187, 2M 
418,590 
604,741 



1917 



11,247,861 
983,014 
1,348,408 
1,447,651 
1,453,651 
2,737,691 
2,431,887 



Swift & Co.: 

Oil house 

Lard 

Soap 

Glue 

Leather 

Cudahy Packing Co., 
glycertne 



1912 



$1,343,700 

555,033 

1535,104 

170,771 

1,490,462 

68,108 



1917 



$119,997 

2,368,887 

564,918 

1,214,238 

5,214,292 

396,521 



^Loss. 



According to their own methods, the packers exhibit some very 
large profits in so-called by-products during the fiscal year 1918, as 
follows : 



Company. 


Department. 


Profit on 
invest- 
ment. 1 


Morris & Co 


Glue 


Per cent. 
123 






Beef extract 


135 


•Armonr & Co 


Mince meat 


91 






Pork and beans 


118 




Gutstrines 


97 


Svift&Co 


Animal food , 

Fertiliser i 


93 






118 


Gqdifthv Pankinir Cn.,, 


Pepsin 


148 






Glycerine 


62 









1 Including borrowed money. 
Note.— Interest is not included as an operating charge in arriving at these profits. 

These figures may reflect in a very general way the profitableness of certain 
by-products, but because of the fact that the raw material costs upon which 
these results are based start from a transfer value so low as to almost 
invariably produce a book loss in the main-product meat department — an 
obvious distortion of the facts which the packers admit — ^these by-products 
profits must accordingly usally be too high and meat profits too low. 

In fact the line between packers main products and by-products has never 
t>een clearly drawn. Animals are killed for their hides and fats as well as for 
their meat, and when certain lesser products, such as glycerin, command a 
very high price due to a sharply increased demand the buyer of live stock 
takes this factor into consideration when naming the price he wUl pay. Cer^ 
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talnly in an economic sense hides, fats, fertilizer, and perhaps other products 
are, due to their enormous importance in society, not by-products at all, but 
main products only less important than meat. 

According to the packers* system of bookkeeping, however, a system which 
the commission questions, the dressed meat of the steer, calf, sheep, and the 
various primary cuts of the hog are regarded as the sole main product, all 
other parts of the animal being merely by-products. 

The main products, so called, are handled in an accounting department 
known as " Dressed beef " department, ** Dressed mutton " department, " Fresh 
pork cuts" department, etc., the total live cost of the animal being charged 
thereto, together with the killing and dressing expenses. The department Is 
credited with sales of meat, and also with the transfers of all remaining 
material to other so-called by-product departments, such as hide department, 
oleo department, casings department, fertilizer department, bone-house depart- 
ment, etc. A profit or loss Is then calculated periodically on the operations 
of the main-product department, which figure gives th^ packers the basis of 
their statements as to profits on meat. Similar figures are calculated for 
by-product departments, which give the basis for packers' statements as to 
profits on by-products. 

Meanwhile the so-called by-products are transferred to their own particular 
department at a price which is said to be determined by prevailing market 
conditions. This transfer value Is the great weakness of the present accounting 
methods of the packers so fas as accurate determination of profits by Indi- 
vidual products is concerned. Based on a "market" rather than a cost 
valuation, a " market " which is often unknown or " made " by the big packers 
themselves, the possibility of throwing profit from the main product to the 
by-product, or vice versa, by taking the transfer price only a fraction of a 
cent higher or lower becomes unlimited. By depressing the transfer price of 
hides, for instance, beef profits are lowered and hide profits inflated. By rais- 
ing the transfer price of dried blood meat profits are increased and fertilizer 
profits diminished. • 

However conscientiously the packers may endeavor to establish fair and 
reasonable transfer prices, the very fact that there Is no outside market 
standard upon which to securely base them (Swift & Co. testified that they 
got their prices chiefly " out of their heads "), and even If there was a standard, 
the fact that the whole principle of market transfers Is, from the accounting 
viewpoint, unscientific renders the exact determination of profits by main 
products versus by-products impossible. And, further, if, as the commission 
can prove, the packers have not always conscientiously valued their transfers 
at the market, when market quotations happened to be available, the situation 
becomes increasingly confusing and hopeless. 

It is. the opinion of the commission that the packers* books as now kept have 
never shown a scientific or reliable distinction between the profits of meat 
products and the profits of by-products. For not only do transfer values pro- 
duce confusion, but the pricing of inventories (where market not cost is again 
the basis), the distribution of overhead expense, the distribution of branch- 
house and car-route profits back to the plant departments, and numerous other 
matters, present diflicultles which, while theoretically soluble, have never been 
scientifically and uniformly worked out for the packing industry. Thus it Is 
found that the packers as a rule load their main office administrative expense 
almost entirely on their packing plants, leaving their outlying by-products 
plants (tanneries, fertilizer plants, and the like) comparatively free from a 
burden which strictly they should share. Only a sweeping revision of the 
whol^ procedure of allocating indirect expenses can bring about a situation In 
this field alone which would warrant the commission and the public In accepting 
with confidence the cost and profit figures here prepared. The five chief packers 
use widely varying methods at present, and it is obvious that if one method is 
right the other four are Ipso facto unreliable. 

Neither the commission, the packers, nor anyone else is in a position to state 
authoritatively what profits have been made in meat as against by-products 
during the packers' history. The only certain thing is that on the animal as a 
whole great and accelerating profits have been made. Starting with an initial 
capitalization of $160,000 in 1867 (and it Is not certain that this was paid In in 
cash), the stockholders of Armour & Co. have an equity to-day va1ue<I on the 
books at over $160,000,000, or a thousand times the original capitalization — 
after having drawn out some twenty -eight millions in dividends and never hav- 
ing invested an additional dollar in cash during the 50 years — so far as the 
commission can learn. 
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Armour & Co. — and the same can be said of the others — ^has made enorniouB 
sums of money in the packing business. The margin between what they pay for 
live animals and what they receive for all the resulting products has always 
been sufficient to pay all expenses, Including large and questionable overhead 
disbursements, and have a profit great enough not only to satisfy the stockhold- 
ers but to build and buy new plants and to greatly extend their control in other 
lines of business. For it must never be forgotten that the packers have grown 
out of excess profits, not out of new cash capital. The fact that they always 
have made money, with or without the modern extensive fabrication of by- 
products, naturally points to the fact that they know how to buy the animal In 
the cheapest market and sell his products in the dearest, and that when the busl- 
uess as a whole shows large earnings It is reasonable to assume that both the 
meat and the other product have been profitable. Certainly lacking a scientific 
cost system, the question as to where exactly the profit has been made can 
never be answered. 

EFFECT OF COMBINATION ON INDEPENDENT PACKERS. 

Mr. DoBEMus. Mr. Colver, I think what the committee is inter- 
ested in now in connection with this live-stock pool is its effect upon 
the general meat industry of the country. Now, of course, there are 
a lot of independent packers scattered throughout the country, I 
think there are a number in Detroit, independent packing houses who 
have no connection with this so-called pool. Now, these figures 
which you have submitted would lead one to believe that the live- 
stock pool impairs to a greater or less extent the ability of these in- 
dependent operators to purchase a sufficient amount of live stock for 
their business. What I would like to ask you is v.hether the commis- 
sion has reached any conclusion as to the effect of the live-stock pool 
upon the independent packing houses. Do I make the question clear 
to you? 

Mr. CoLVER. Yes. It is difficult to sum up in a single answer what 
will amount to a general and sweeping conclusion of the commission, 
but m^ own understanding of the oelief of the other memb.'^rs of the 
commission is that the practical effect of this present situation is 
that the independent concern exists b^ sufferance. Some of them are 
very tough-nbered, and they are living through some pretty hard 
times, but they continue to live, some of them, but they are disap- 

S^ring; it is not now an industry that attracts independent capital, 
ow, much is said to the effect tnat to reasonably limit and reason* 
ably restrain these five great concerns is unfair in that it di.srourages 
them in the investment and employment of further capital in this 
business. On the other hand, their unrestrained and uncontrolled 
operations make this industry just about the least attractive in this 
country for the investment of any other person's capital. So that 
if we are thinking about making investments of capital in packing 
safe and attractive, there are both sides to be thongnt of, and I say 
that the final conclusion is that tlie size of Wum criinpanic-z-i, the spfj- 
cial advantages which they have, the interacqiuiintancf'ship wliich 
they have and the interrelations and the intera^reifments which they 
have, do make the business of the ind'*pendent packer a precarious 
one, an unattractive one for new capital, and to a very great m^jawure 
those independents continue in busine-s by Sufferance. 

Mr. DosEMus. Well, now, following that up, would the capitalist 
hesitate to invest his moneir in an independent pa^rking eMTicjtm be- 
cauM of his fear of the inaoility of the indep#;ndent packinj; crmcem 
to get its proper supply of live stock by reavm of the existence of 
this pool f 
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Mr. CoLVER. Yes. 

Mr. Hamilton. One question in that connection- 



Mr. Murdoch (interposing). Mr. Hamilton, will you permit me 
for a moment — ^I do not know whether you are willing to go into it 
or not, but I think it is applicable here, and if you can state it I 
woyld like to have you state the situation as to Austin, Minn. 

Mr, CoLVER. If it is agreeable to the committee I would like to have 
Mr. Murdock state that, because he is familiar with the situation. 

Mr. Hamilton. Before you do that, I just want to ask one question 
and then that will leave tne field open for the discussion of tnis par- 
ticular town. 

Is there evidence of combination among the. packers outside of the 
so-called five great packers ^ . . . 

Mr. CoLVER. Yes; there are indications of local agreements — not 
interstate agreements, but local agreements in various towns where 
there are two or more independents. 

Mr. Hamilton. I have in mind now independent packers who are 
doing an interstate business, who have grown to a size sufficient to be 
doing an interstate business. 

Mr. CoLVER. My use of the word " interstate " there was unfortu- 
nate. I meant that as to independent packers in various States, 
widely separated, we find no evidence at all of ^ any understanding 
between them, but as to independent packers, two or more of them 
in the same locality, we do find some evidence there of local agree- 
ments. 

Mr. Hamilton. Now, these packers outside of the so-called five 
great packers, do any of them have cars? 

Mr. CoLVER. Yes ; some of them have cars. 

IOWA HOGS. 

Mr. Sweet. Eight in that connection, I would like to ask a ques- 
tion, so that the record may show the condition in Iowa. 

Is it possible for you to state the percentage of hogs each year that 
go to the five great packers from Iowa ? 

Mr. CoLVER. I had the Iowa figures here the other day, but I did 
not bring them this morning. I will bring them later. 

Mr. Sweet. Now, I would like to have you put into the record the 
percentage of cattle and the percentage of sheep and the percentage 
of hogs that are produced in Iowa each year, that go to the five great 
packers. 

Mr. CoLVER. We will do the best we can on that, and I think we 
can give you the full figures. 

(The following was furnished subsequently in answer to the ques- 
tion :) 

IOWA HOGS WHICH ARE BOUGHT HY THE FIVE BIO PACKEB8. 

It is impossible to state just what percentage of the hogs sold by the 
farmers of Iowa in any one year Is bought by the five big packing companies. 
A large number of the Iowa hogs are sold on markets outside of Iowa — at 
Omaha, St. Paul, an<l Chicago, and to some extent at St. Joseph, Kansas City, 
St. Louis, and other markets. 

The records of the big packing companies do not show the origin of the hogs 
which they buy; therefore it is impossible to state just what number of Town 
hogs they buy on these markets. It is known, however, that the Big Five at 
Omaha and St. Paul buy over 90 per cent of all hogs sold on those markets, 
and at Chicago they buy over 40 per cent. A considerable number of- hogs 
are country bought by the big packers In Iowa, but the commission has not 
available the exact number which are so bought. 
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In the year 1916 the number of hogs slaughtered at the packing plants located 
in Iowa owned by the Big Five were as follows : 

Wilson & Co. (Inc.) (T. M. Sinclair & Co., Cedar Rapids) 584,259 

Armour & Co., Sioux City 680, 000 

Cudahy Packing Co., Sioux City . 593.324 

Total 1, 857, 583 

In the same year the independent packing companies located in the State of 
Iowa, according to their returns, slaughtered 1,335,254 hogs. 

The Chairman. Now, what is it you want to say, Mr. Murdock? 

INDEPENDENT PLANT AT AUSTIN, MINN. 

Mr. MuBDOCK. I want to answer the question of Mr. Doremus as 
to whether or not the independent packer is robbed of the chance at 
the market by the circumstance that the larger packers take away the 
supply of raw material — of live stock. 

In my travels about the country I came once into the town of 
Austin, Minn. It is a town of about 10,000 people — a beautiful town 
situated by a little lake not very far north of the Iowa border, and 
it is pecuhar in this, that it is surrounded by east and west railroads 
and north and south railroads, railroads running through Iowa and 
St. Paul, Minn., railroads that go east and west from Sioux Falls 
and Sioux City and Chicago: Not all of those railroads go into 
Austin. In the city of Austin I foimd a very fine packing plant, an 
old institution which had grown up with the city and which had 
maintained itself against the larger packers. During this investiga- 
tion — and this answers your question directly — it was discovered that 
the larger packers, the five big packers — or some of them — ^had estab- 
lished around the city of Austin, Minn., concentration buying places, 
places where stock could be intercepted on its way into Austm, taken 
away from Austin and shipped into Chicago. 

Now, I had some hesitation in bringing this up, because I did not 
want to reveal particularly that here is a fine independent packing 
establishment umich is working under some hardship and which in 
the course of events in the development of this industry and the 
concentration of control wiU finally disappear. But that is a notable 
example of how it can be done. It may be that a little later the 
establishment at Austin will be tendered financial help. I can say 
that if it is tendered financial help, it will probably be from one of 
the banks in coalition with one of the big packers ; and if I were a 
prophet, I would predict that in 5 or 10 years that establishment will 
not be in independent existence. 

Mr. Doremus. The permanency of this independent packing house 
in Austin is dependent upon its becoming, sooner or later, affiliated 
<lirectly or indirectly with the five big packers? 

Mr. Murdoch. Yes; though I would not call it '^ affiliation." I 
think it would be an absorption. 

Mr. Hamilton. In your observation were these suburban buying 
stations, so to speak, doin^ a competitive business f You say they 
were intercepting stock on its way to Austin. 

Mr. Murdock. And giving a price for the live stock, of course, 
which purchased it. 

Mr. Hamilton. So that the producer in that case was given the 
benefit of competition ? 

Mr. AfuRDOCK. Always; temporarily. 
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Mr. DoREHus. What about the consumer ; where did he get off ? 

Mr. Murdoch. The answer to Mr. Hamilton's question is this : Of 
course, while these larger packers are intercepting the supply of the 
Austin institution, the price must have been up, necessarily, because 
there was increased competition, but in the end, when the institution 
at Austin has disappeared, and in the long run, the producer of the 
live stock will get less, because with the disappearance of the com- 
petitor in the long run the competitive price would not be offered 
the producer of live stock. 

Mr. Hamilton. And thej would push the price to the level fixed 
by the powers controlling it. 

Mr. EscH. Mr. Murdock, the Austin plant is largely making hog 
products, is it not? 

Mr. Murdoch. Yes. 

Mr. EscH. Is it a fact that an independent who goes largely into the 
manufacture of hog products can stand the competition of the pack- 
ers longer and better than the independent plant that deals for in- 
stance in beef products? 

Mr. Murdoch. Yes, sir. 

Mr. EscH. Is that due to the fact that there are less by-products 
in hog meats than in cattle meats, and that the advantage of the big 
packers in their by-products does not obtain so largely in the case 
of hog products? 

Mr. Murdoch. That must undoubtedly be an element, and the fur- 
ther element, as Mr. Colver cited, is the fact that a considerable por- 
tion of the hog can be smoked or salted down and that there is not 
the same intimate relation between the salted part of the hog and the 
especially ecjuipped refrigerator car as there is between fresh beef 
and the refrigerator car. 

The Chairman. In other words, hog meat can be cured by the 
slaughterer, whether he is a packer or not, and kept and sold as 
cured meat, whereas beef can not be handled in that way. 

Mr. Murdoch. Unquestionably, the retreat of the independent 
packer is into the hog business. 

Mr. Dillon. Mr. Murdock, I want to ask you a question there. 
In this investigation did you find that these five packing companies 
paid a higher price at Austin than they did at other points of ship- 
ment? 

Mr. Murdoch. I don't recollect that, but I think that is a natural 
corollary of my statement. 

Mr. Dillon. And there was more competition there than there was 
at other points? 

Mr. Murdoch. Yes. 

DENVER " PLANT CAPACITY." 

Mr. Colver. I suppose you are just about to close, Mr. Chairman, 
and before you do close, in just a moment, perhaps, I can give some- 
thing that I wanted to give with respect to Mr. Sweet's question of 
the plant-capacity theory, and I want to quote from a letter written 
by Philip D. Armour, 3d., to Mr. J. Ogden Armour ; written from 
Denver, October 1^, 1915, which, I think, tends to dispose of this 
plant-capacity theory, and sheds a little light on whether or not 
there is any agreement as to division of purchases between the big 
packers. I read from the letter, as follows, without reading it all — it 
is all on page 76, part 2 of the commission's report, which is before you : 
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Swift's plant, from what I hear and from the little I saw of it, is far ahead 
of ours — 

That is, the Swift plant at Denver is far ahead of the Armour 
plant at Denver — 

both as to size and condition. Of course, as you know, everything here is done 
on a 50-50 basis, and with the facilities we have it is almost impossible to keep 
up this ratio. 

That is to sav, again the plant-capacity theory does not stand up. 
Here is a marfeet which has grown so that the agreed division of 
50-50 has outgrown or is, pressing sorely the capacity of one of 
the two plants, and if that plant — ^if the Armour people want to 
continue to be able to absord 50-50 in the growing receipts of Denver 
they must increase their plant capacity ; not to measure the amount 
of stock they buy by the capacity of the plant, but to measure the 
capacity of the plant they must have by the agreed division of the 
purchases in that market. I think that is a fair inference, a fair state- 
ment of what he was trying to tell his imcle. 

The Chairman. Mr. Colver, there is a call of the House, and the 
committee will have to adjourn. Can you be back promptly at 10.30 
to-morrow morning? 

Mr. CoLVER. Yes, sir. 

The Chairman. We will adjourn, then. 

(Whereupon, at 12.15 o'clock p. m., the committee adjourned until 
10.30 o'clock a. m., Saturday, January 4, 1919.) 

Committee on Interstate and Foreign Commerce, 

House of Representatives, 

Saturday, January ^ 1919. 

The Chairman. The committee will come to order. Mr. Colver, 
you may proceed in your own way and make any further statement 
that you desire. 

I believe,you were going to submit some statements supplementing 
what you said yesterday. Have you those ready now ? 

Mr. Colver. There were three statements, as 1 remember it. 

The Chairman. It does not make any particular difference ; but I 
thought if you had them ready, you might submit them now. 

Mr. Colver. One was a list of the independent packers, and we 
have not been able to get that all collected and verified and checked. 
The other thing was an estimate of the total slaughter In the United 
States, and that figure is not ready. We had to get some Department 
of Agriculture figures to check against ours. The third thing was 
the proportion of fresh meats shipped in refrigerator cars owned by 
the big packing companies; that is, the proportion between the big 
packing companies and all other companies, and that we will come 
to in the development this morning of the private car or refriger- 
ator-car question as a whole, which is the thing we want to offer you 
this morning. 

The Chairman. You may proceed then in your own way. 

Mr. Colver. Then there was a question about the value of the by- 
products and a statement is being made up but is not ready. 

The Chairman. You can add anything to your statement when 
you revise your notes, whether you have it here now or not. 

Mr. Colver. And there was also a question about the total num- 
ber of food animals produced in Iowa and their disposition. I have 
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not that ready this morning but will have it ready. It is unfortunate 
that we have so many things on hand and it is difficult to check 
these things up and be prompt with them. I will bring the state- 
ments in very soon. 

DEVELOPMENT OF RErRIGEKATOR CARS. 

Mr. Chairman and gentlemen of the committee, if it will be in- 
teresting, this morning we can go somewhat in detail, but briefly, 
into a general examination of the refrigerator car, and in touching 
on that we will try to indicate the vital importance of the refrig- 
erator car and some of the uses and abuses of the refrigerator car. 
In order that it may be quite clear, I will say that we must keep 
in mind the distinction of the two classes of the refrigerator car. 
the beef car and the refrigerator car. The word " refrigerator," 
I suppose, is inclusive of both classes. If we wanted to speak of 
them in the two classes, we would call one the beef car and the other 
the ventilator refrigerator car. So that sometimes in speaking of 
refrigerator car we are speaking inclusively of both beef cars and 
ventilator cars, but when we are directing your atention to the beef 
cars themselves. If I should slip and call it a refrigerator car, I 
will ask Mr. Breimier to correct me because we must keep that dis- 
tinction in mind in order to have the figures 

Thq Chairman (interposing). You say the beef car; do you 
mean a car used exclusively for the transportation of beef? 

Mr. CoLVER. Yes; Mr. Cfhairman, or fresh meats. 

The Chairman. I was going to ask if it would not apply to mut- 
ton or pork or any dther fresh meat transported, as well as beef 1 

Mr, CoLVER. It would. The essential dinerence is this, in the first 
place, the beef car, so called, differs from the ventilator car in that 
it is equipped with brine tanks in place of bunkers. 

The Chairman. What I meant was, is it used for anything except 
beef, any other fresh meats? 

Mr. CoLVER. Yes. I will try to cover that in my description of the 
car.' A beef car is not a ventilator car and is equipped with beef 
racks, so that the beef can be transported hanging from rails just 
as you see it in the coolers of the butcher shops. In certain seasons 
of the year, in cold weather, the ordinary ventilator refrigerator car 
may also be used for beef, and temporary racks are put in. It is a 
relatively expensive thing to equip a car with temporary racks, and 
there is a frequent loss in the failure to have returned to the man 
who equips a car especialy like that the equipment that he puts in 
which are the trestles or racks for hanging the beef on, and the meat 
hooks which go over the rails on which the meat is hung. 

You asked if the beef car is not used for other products. It is. 
It is not only used for any other fresh meats but a car with fresh 
beef in it is also sometimes filled out as to its cargo with other things, 
and that is a very important thing to keep in mind as we talk about 
these beef cars; that is, the filling out oi the cargo of the car with 
things other than fresh beef. 

Mr. Hamilton. May I interrupt there to ask a question? When 
you refer to refrigerator cars, you mean two kinds of cars, beef cars 
and ventilator refrigerator cars, 

Mr. CoLVER. Yes. 

Mr. Sweet. And a beef car is one that has in the car racks or 
hangers for beef! 
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Mr. CoLVEB^ Yes. 

Mr. Sweet. And the beef is suspended from the roof of the car? 
Mr. CoLVER. From those rails, yes; and the car is equipped with 
brine tanks in which crushed ice and salt are placed. 
The Chairman. Now, you may proceed, Mr. Colver. 
Mr. Colver. It is probable that the development of the meat pack- 
ing industry, as we find it to-day, would not have been possible if 
it nad not been for the invention and adaptation of the refrigerator 
car which later was refined into the beef car; unless that had been 
done or something equivalent to it, because the transporting of fresh 
meat for long distances in all weathers can only be accomplished by 
the use of the refrigerator beef car, or some other method that would 
arrive at the same end. 

It was very necessary. In a sense, it is the foundation of the pack- 
ing business as at present run. The present principle of circulation 
of air as a method of refrigeration was first discovered or worked 
out by William Davis, of Detroit, and was first used by Hammond, 
of that city. Philip D. Armour, the original Armour in this busi- 
ness, was the mian of the big vision who saw the possibilities of the 
thing. Wait, let me correct that. Gustavus Swift first started the 
long-distance use of the refrigerator car. Philip D. Armour in- 
tensively developed it, and those two men laid the foundation for 
the meat industry as we find it now when they saw the possibilities 
of the refrigerator car and developed it and invested their money in 
it. They certainly rendered an enormous service to the public. The 
difficulty now is that that extremely useful instrument after having 
served a wonderful purpose in public service and for the building up . 
of this industry and making it possible to feed the country, lias, 
like many other good things, been abused. It being a big thing and 
being a useful thing, has gathered around it certain distinct abuses, 
and we are calling your attention to the abuses around it, suggesting 
how, if possible, tnose abuses may be corrected, and that without 
hardship to the industry or the usefulness of the instrument. 

Mr. Katburn. Let me ask you right there if I may interrupt you. 
Has anybody owned these cars and operated them except the packers? 
Mr. Colver. Yes. 
Mr. Ratburn. Do they now? 

Mr. Colver. Yes. I am coming to that in detail in a very few 
minutes. 

Mr. Parker, of New Jersey. Are they patented or have the patents 
run out? 

Mr. Colver. The patents have run out. There are minor patents, 
I suppose, on various things. 

Mr. Parker of New Jersey. Yes; on different things, but the 
cars can be used free of patents. 

Mr. Colver. Oh, yes ; 1 would say so. Of course, there are minor 
attachments for refinement of refrigeration. 

Mr. Parker of New Jersey. Oh, certainly, just as there are on 
typewriters and sewing machines and all that sort of thing, but the 
use of the main principle is free to the public because the patents 
have all run out ? 

Mr. Colver. Yes ; 'so far as patent control is concerned the device 
is free to be used by the public, but there are some other difficulties 
in Uie way of their general use. 
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In the beginning the packing companies, especially Swift and 
Armour, besought the railroad companies to furnish these cars. 
The railroad companies refused to do it. There were numerous rea- 
sons for the refusal, but, briefly stated, these special-service cars 
represented a very large investment and they were more or less 
experimental at that time. They were new and therefore the rail- 
roads objected to making investment in them. 

Mr. Parker of New Jersey. What date was that, please ? 

Mr. CoLVER. About 1880. It was along in 1880 when the greatest 
period of railroad exi)ansion was going on, and when the railroads 
were put to it for capital for their railroad expansion and were not 
keen to go into any side line like this. The railroads also were in 
doubt as to the permanency of a large traffic that would warrant an 
investment in this special-type car, and a third reason was that the 
railroads had a profitable traffic at that time in live animals, for the 
shipping of which they had an adequate supply of stock cars, and 
were satisfied with the transportation situation as it then was. 

PROPORTION OF BIG PACKER CONTROL OF REFRIGERATOR CARS. 

The use of these beef cars and refrigerator cars has been very 
greatly extended since 1880, and the ownership of cars as of De- 
cember 31, 1917 — and other cars used in the packing industry — 
owned by the five big packers and independent packing companies is 
as follows: 

Comparison of cars otvned hy Big Five packers and the independent packing 

companies f Dec. 31 j 1917. 



Kind of cat*. 


Big Five. 


Independent packing oomx>anies. 


Number. 


Per cent. 

93.1 
67.0 
100.0 
90.2 
88.0 


Number. 

1,146 
789 


Per cent. 


Total. 


Beef cars 


15,454 

1,600 

1,970 

1,049 

117 


6.9 
33.0 


16,600 
2,389 
1,970 
1,163 


Other refrigerator cars 


Stock cars 


Tan k cars 


114 
16 


9.8 
12.0 


Miscellaneous eQiiinment 


133 






Total 


20,190 


90.7 


2,065 


9.3 


22,255 





Mr. CoLVER. This table I have just, read then shows a compari- 
son of the cars owned by the big packers compared with the cars 
owned by the independent packing companies as of December 
31, 1917. 

I will now give you a table showing the percentage of refrigerator 
cars owned by the big packers and other interests as of December 
31, 1917, in ^yhich we bring in besides the independent packers other 
interests which own refrigerator cars, and we give this by per- 
centages. Having given you the car figures betore, now we will 
build up by percentages because that is equally illuminating and 
makes briefer tables. 

Taking all the refrigerator cars and leaving out, Mr. Hamilton, 
the stock cars now, and dividing them as between beef cars and 
ventilator cars, the five big packers own 91.6 per cent of all the 
beef cars in the country. The independent packing companies own 
6.8 per cent of the beef cars. The other private car companies other 
than packers, just private car companies, own 1.6 per cent of the 
beef cars and the railroads own none. 
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Percentage of refrigerator cars owned by Big Five packers and!" other interests, 

Dec. SI, 1917. 



Interests owning cars. 



Bte Five packers 

Independent packing companies. . . 

Other private car companies 

Railroad Interests: 

Railroads o^ratlng companies. 

Railroads 



Total. 



Beef cars. 



91.6 
6.8 
1.6 



100.0 



Other 
refrig- 
erators. 



7.2 

.8 
6.0 

32.0 
54.0 



100.0 



All refdg- 
erator cars. 



19.4 
1.6 
5.3 

27.4 
46.3 



100.0 



Mr. CoLVER. When we come to other refrigerator cars 

Mr. Parker of New Jersey (interposing). Other kinds of refrig- 
erator cars? 

Mr. CoLVER. Other types of refrigerator cars, not beef cars, 

Mr. Parker of New Jersey. That is what I said. 

Mr. CoLVER. The big packers own 7.2 per cent, the independent 
packing companies eight-tenths of 1 per cent ; other private car com- 
panies 6 per cent, railroad operating companies 32 per cent, and the 
railroads themselves 54 per cent', giving the railroad ownership a total 
of 86 per cent of refrigerator cai's other than beef cars. 

We have subdivided railroad operating companies and railroads. 
The railroad operating companies are subsidiary companies; that is, 
companies owned by the railroads for the purpose of owning and 
operating these cars. 

Mr. ILiMiLTON. Will you repeat that last statement? I do not 
think I caught the full purport of it. 

Mr. CoLVER. I said that m setting out the figure of 86 per cent as 
the ownership by railroad interests of refrigerator cars other than 
beef cars, we subdivided it into railroad operating companies and 
railroads, railroad opearting companies being subsidiaries or operat- 
ing companies owned by the railroads for the purpose of operating 
these special-type cars. 

Mr. HA3IILT0N. That is, they are subsidiary companiies organized 
for the purpose of operating these particular cars, are theyf 

Mr. CoLVER. Exactly, and that covers 32 per cent. 

Mr. Hamilton. Do these companies operate over all railroad lines ? 

Mr. CoLVER. Yes; the car operating companies exchange their 
equipment back and forth on other roads than the parent road that 
owns the company owning the cars, 

Mr. Hamilton. And their business is to manufacture these cars 
and operate them? 

Mr. CoLVER. Their business is to own and operate them, whether 
they manufacture or buy them. 

Mr. SwBBT. Instead of operating you mean furnishing them to the 
railroad companies, do you not? 

OPERATION OF REFRIGERATOR CARS. 

Mr. CoLVER. The operation of the refrigerator car is more than 
merely the furnishing of it to the railroad or the shipper. It involves 
the care of it, the icing of it, the getting it back to the place where it 
is needed, the train dispatching or it. The refrigerator car has a sea- 
5K)nal use. It is useful in one part of the country at one time and 
in another part of the country at another. So that the subsidiary 
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or the railroad which owns and operates the refrigerator car for the 
railroad — ^not beef car but refrigerator car — ^sees to it that these cars 
are moved rapidly, expeditiously, by short routes, and are returned 
back to places where they can be expected to have immediate cargoes. 

Mr. Sweet. But the railroad companies handle the cars ? 

Mr. CoLVER. Oh, yes; the railroad company takes its revenue for 
the freight. The refrigerator car company takes its revenue for the 
special service performed added to ,the ordinary freight rate. 

Mr. Hamilton. Those cars operated by these subsidiary companies,, 
then, are available to all shippers of meat products, are they ? 

Mr. CoLVER. They are available to all snippers, but those cars are 
not adapted, except in cold weather and under certain conditions^ 
which I will explain, to the carrying of fresh meat. If a ventilator 
refrigerator car were to be used for carrving fresh meat, it would 
involve the equipping of it inside with the racks and other equip- 
ment, and also in hot weather, it would not be a satisfactory car for 
the transportation of fresh meat. 

Mr. Hamu^ton. Why do not the five packers avail themselves of 
these subsidiary car operating companies instead of furnishing their 
own cars — or do they employ them? 4 

Mr. CoLVER. They do. Some of the independent packers think 
that they avail themselves of the facilities to the exclusion of the 
independents, sometimes. The operation of the refrigerator car in 
the beginning" was an extremely profitable operation, extremely so. 
In the early days, the cars would pay for themselves in four year??, 
that is, make a 25 per cent net profit on their cost, above operation. 

Mr. Parker of New Jersey. Is there anything to prevent any ship- 
per from putting a beef car on the railroad tracks? 

Mr. Colver. Now? 

Mr. Parker of New Jersey. Yes. The railroads can not refuse 
him, can they? 

Mr. CoLVER. No; I think not. I think that in just a moment we 
will come to something that will help oh that question. 

The Chairman. Beiore you get away from that point, Mr. Col- 
ver, you spoke of the fact that in the early days these cars earned 
perhaps 25 per cent. Did you have reference to the beef car or both 
the beef car and the refrigerator car? 

Mr. CoLVER. In the early days this refinement had not come about. 
They were not beef cars. They were very useful and relatively eflS- 
cient, but they were not like the specialized car of to-day. They 
were just refrigerator cars. In the beginning they were simply cars 
with boxes of ice in the end, more or less insulated against heat, and 
that is about all they were, and gradually they have developed into 
very scientifically refrigerated receptacles. 

The Chairman. They have been further specialized? 

Mr. Colver. They have been further specialized into beef and 
ventilator cars. It might help satisfy your question, IVir. Hamilton^ 
to say that, generally speaking, the refrigerator car owned by the rail- 
road company is used by the railroad company or their operating 
subsidiary to handle fresh fruit and vegetables and things of that 
sort which originate on their line, and seasonally, as the crops shift 
seasonally, those cars are shifted from one railroad to another, so that 
freight originating on one railroad is carried in the same car after it 
leaves that railroad and goes to another, or to a second or a third one* 
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Mr. Hamilton. That is, there is a store of cars available, for illus- 
tration, in the fruit season. 

Mr. CoLVEB. Yes. 

Mr. Hamilton. And when they want this particular kind of car, 
various railroad companies themselves avail themselves of this supply 
of cars? 

Mr. CoLVER. The exchange of the cars between the roads is not so 
great for the originating freight. That is a matter somewhat of 
competition as to excellence of equipment between the various roads, 
and so I do not think in answer to your question I ought, generally, 
to say yes. 

LIVE-STOCK CARS. 

Now, just to close up this special equipment car subject, we come 
to the other type which is the stock car, and a comparison of the 
stock cars owned by the five packers, by private car companies, and 
by railroads as of December 31, 1917. 

Mr. Parkbb of New Jersey. What is the total number of those 
cars? 

Mr. CoLVER. The total number is 107,472, and here, as we said on 
the first day of this hearing, the extent of the ownership by the pack- 
ers is relatively small; in 'fact, it is vey small except as to the double- 
deck cars. 

These live-stock cars for the transportation of live animals are 
owned as follows: 

The double-deck cars owned by the five packers are 1,671, which is 
15.1 per cent of the total. 

The private-car companies own 1,046, which is 8.2 per cent of the 
total, and the railroad companies own 10,007, which is 78.7 per cent 
of the total, the total number being 12,724. 

Of the single-deck stock cars, the five packers own 299, which is 
three- tenths of, 1 per cent only. The private-car companies own 
12,956, which is 13.7 per cent, and the railroads themselves own 
81,493, which is 86 per cent, giving a total of this type of 94,748, and 
a total ownership of both types by the five big pacKers of 1,970, or 
1.8 per cent ; by the private car companies, 14,002, which is 13 per 
cent; and by the railroads themselves of 91,500, which is 85.2 per cent, 
the total number of cars of this sort being 107,472. 

Total of all stock cars owned by Big Five packers, pr irate car companies, and 

railroads, Dec. 31, 1917. 



Kind of car. 



Double dock. 
Single deck.. 



Totol. 



Big Five 


packers. 


Private car com- 
panios. 


Railroads. 


Total. 


Number. 


Per ocnt. 

13.1 
.3 


Number. 

1,010 
12,956 


Percent. 

8.2 
13.7 


Numbor. 

10,007 
81,493 


Per cent. 


l,f>71 
299 


78.7 


12,724 
04,748 


1,970 


1.8 


14,002 


13.0 


91,500 


85.2 


107,472 



Per cent. 



100 
100 



100 



It should be clearly understood that I have said private car com- 
panies and not independent packers. 

ADVANTAGES OF AND EARNINGS FROM REFRIGERATOR CARS. 

The five packers have a practical monopoly of beef cars in the 
United States, owning 91.6 per cent of those cars. 
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The railroads own 85 per cent of the stock cars, but if the double- 
deck stock cars are taken separately. Swift & Co., one of the five 
packers, owns 13 per cent of those. 

The ownership of the beef car and to a degree of the stock car, too, 
free the five pacKers who own them very largely from transportation 
difficulties. The small, independent packer is frequently unable to 
secure any cars at all, and the cars at his disposal are usually not 
adapted to the carrying of fresh meat ; that is, they are not beef cars, 
so called, and his expense of constructing beef rails from which the 
beef may be hung amounts approximately, to $20 per car, and the 
hooks which cost $15 to equip a car are very frequently lost and not 
returned to him. This is the handicap he is under in attempting to 
fit out a car other than a beef car for the transportation of fresh naeat. 

The five packers have an advantage from the ownership of the cars 
which makes it unneces.^ary for the earning of a great return or much 
of a return on the investment in the car equipment. The ownership, 
however, of these cars, has been profitable at all times. In 1905, 
Commissioner of Corporations Garfield said that the profits of the 
large packing companies then owning these cars netted more than 
17 per cent profit on the investment, and statements that have been 
made, for instance, by the Cudahy Co., show that in 1902 the return 
was 22 per cent; in 1903, 20 per cent; and in 1904, 17.7 per cent. 

Mr. Parker of New Jersey. Do you mean on the cost of the car or 
on all their investment? 

Mr. CoLA^R. On the investment involved in the ownership of the 
cars, which is not only the ownership of the cars themselves, but of 
various transportation facilities required for their proper and ef- 
fective use. 

Mr. Escii. And that allows for depreciation? 

Mr. CoLVER. That is net, above depreciation. 

From 1905 to October, 1917, the mileage returns from the railroads 
to the owners of these cars remained stationary, and during this time 
there w^as a great change in the type of car and an enormous in- 
crease in the cost of materials and overhead expense, and in the oper- 
ation of these cars. They were more scientifically operated, more 
carefully operated, and the cost of the operation went up with the 
mileage receipts remaining about the same, so the profit went down. 

Notwithstanding this increase, the profits in the operation of the 
packer-ow^ned cars now, exclusive of the profits that may arise from 
icing and refrigeration, have averaged or are averaging about 2 per 
cent on the investment. When we say on the investment we bear in 
mind the fact that the investment has been written up 15 per cent, 
and the 2 per cent earning is on a basis of 115 per cent of the true 
original investment. That was the figure found in 1917, which up 
to that time was an unusual year. Whether 1918 will show as low 
a figure as that we do not know, but 1917 was the lowest figure that 
was found, and it was then about 2 per cent on the appreciated invest- 
ment. 

There is no complaint. Perhaps complaint is not the right word — 
the commission is oifering no criticism that the profits from the oper- 
ation of the refrigerator car are large or small. The size of those 
profits does not seem to enter into what we are trying to tell you. It 
was a useful and great thing to develop this type of rolling stock, and 
the men who did it were entitled to that reward which usually takes 
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the form of money and public applause for doing a big thing. There 
is no question about that, and there is no objection to the profits that 
are made or have been made, whether they be greater now or less now ; 
but, as a matter of fact, they are less, very much less, and are not at 
all unreasonable profits. There is no complaint or no criticism at all 
on that score in this present discussion. I do not mean to use the word 
conmlaint. I mean it is not mentioned critically. 

Mr. E6cH. Do the five packers use and operate heater cars for the 
shipment of any of their products? 

Mr. CoLVBR. No ; they ao not. 

On October 1, 1917, the mileage paid by the railroads to the owners 
of these cars was changed from three-quarters of a cent a mile to 1 cent 
a mile. 

The Chairman. Do you mean that the railroads paid the companies 
for furnishing the cars ? 

Mr. CoLVER. Yes. Briefly stated, here is the operation of a refrig- 
erator car or a dressed-beef car : Where the product is shipped in a 
car owned by the owner of the product — that is, where the packing 
company owns the car — it puts a cargo of meat or whatever it desires 
to into this car, and the car is hauled to its destination. The shipper 
who is the owner of the car and the owner of its contents pays the 
railroad the regular freight rate on that amount of freight, and the 
railroad pays the owner of the car 1 cent a mile for the journey of 
the car loaded and 1 cent a mile for the car coming back. The car§ of 
this type usually come back empty and that is a good thing. Tl^'at is 
to say, these cars being used for fresh beef, it is right and proper and 
in the public interest that they should not be used on their return trip 
for miscellaneous cargoes, it is very well that they should be kept 
and used only for such cargo as fresh meat. 

So that the earnings of the privately owned car to its owner is 1 
cent a mile, either loaded or empty. 

The Chairman. In other words, going and returning? 

Mr. CoLVER. Going and returnincr, and the return journey is as- 
sumed to be paid for on the theory that it returns on the same route 
that it traveled out on. 

Mr. EscH. And then, as to the freight charged on a mixed cargo, 
the shipper would have to pay varying rates, depending on the char- 
acter of the shipment. 

Mr. CoLVER. An answer to that question involves t|uite a number 
of factors. I have that here, and I am going to come to it in a 
moment. It is rather difficult to put in at this time, and if you do 
not object 

Mr. EscH (interposing). No; just proceed in your own way. 

Mr. Ck)LVER. The profits in 1917 on the operation of stock cars — ^not 
refrigerator care but stock cars — have been greater and have averaged 
in the case of the Swift Live Stock Transportation Co. and the 
National Manufacturing Co., both of which are Swift companies, 
about 14 per cent on the investment. 

When we give you these earning figures, we have taken care of the 
operating expense, maintenance, depreciation, administration, over- 
head, and the whole thing, so that the figures are not figures. 

ICING STATIONS. 

Along with the ownership of a large number of these cars goes, 
naturally, the ownership oi icing stations. I say, naturally. The 
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Interstate Commerce Commission, I believe, has said that that is not 
natural, but I will say they go hand in h.and at least; and the five 
packing companies own a number of icing stations located in the 
territory most commonly used by the refrigerator cars. The greatest 
portion of their traffic moves over official classification territory, and 
the ownership of the icing stations gives them a very great advantage 
as competitors against independent packing concerns. 

Under the authority of the Hepburn Act, the Interstate Commerce 
Commission, on July 1, 1918, directed that all these privately owned 
icing stations should be sold and turned over to the railroad com- 
panies for operation. 

, The rate per ton for ice used in reicing fresh meats and packing- 
house products throughout the United States is uniformly $2.50. 
The packers, however, at three stations jointly owned by Armour, 
Morris, and Swift, are able to secure their icing at an average cost 
of $1.60 per ton. This from figures covering the years 1915, 1916, 
and 1917. 

The Chair3ian. Do you mean per ton of meat or per ton of ice? 

Mr. CoLVER. Per ton of ice. 

Mr. Hamilton. Did the consumer get the benefit of that? 

Mr. CoLVER. No. The cost to Swift & Co. at five owned and oper- 
ated icing stations ^averages for the three years 1915, 1916, and 1917 
less than $1 a ton for 40 per cent of its cars that were iced there, and 
$1.15 per ton for all the cars iced at those stations. 

Besides the advantage of cheaper icing, the big packer who oper- 
ates the icing station has additional advantages over his small com- 
petitor.- He has access to the waybills of his competitor, and that is 
an advantage, because it gives niU particulars regarding the ship- 
ment and the consignee ; second, any inefficiency or defective applica- 
tion of the icing or the failure to exercise the greatest care may injure 
the shipment of the goods of his competitor; and, third, a delay in 
icing may cause a very serious loss in delivery, so that the consign- 
ment of his competitor may not reach its market as promptly as it 
would if it were not delayed in the icing. That we will come to later. 

Mr. Escii. You say that the Interstate Commerce Commission has 
ordered those icing stations to be sold to the companies ? 

Mr. CoLVER. To the railroad companies ; yes. 

Mr. EscH. Has that been done ? 

Mr. CoLVER. It has been directed. Armour & Co. has transferred 
or sold one station to the Pennsylvania Railroad, and that is as far 
as the direction has been complied with at this time. The direction 
was only made, however, on July 31, 1918. 

Mr. Hamilton. What were the general grounds alleged for the 
order of the sale of these icing stations to the railroad companies? 
Were any grounds alleged ? 

Mr. CoLVER. The Interstate Commerce Commission in its report 
to Congress, in 1904, recommended that this thing be done; that 
these icing stations be divorced, and it has been a continual con- 
.troversy ever since. 

Mr. Hamilton. Why did they think it ought to be done? For the 
general reasons you have assigned ? 

Mr. CoLVER. Yes. I think the development of this matter will 
show, perhaps, the theory that the Interstate Commerce Commit- 
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sion had then and has maintained for all these years, since 1904, 
when they first recommended it, up to July 31, 1918, when they 
finally directed it to be done, 

" PEDDLER *' CARS. 

Besides thinking of these cars as carrying a cargo unbroken for 
long distances, there is another use that they are put to, a very 
notable use. The five packers have perfected a system which they 
call the peddler car, and have laid out regular peddler-car routes. 

Mr. MuRDOCK. Mr. Colver, Mr. Hamilton did not hear that and I 
think he ought to. 

Mr. Hamilton. What kind of car, did you say ? 

Mr, Murdoch. A peddler car, which is their latest development. 

Mr. CoLVER. They lay out regular routes for these peddler cars 
by which they are able to ship an assortment of products so that each 
purchaser may receive the exact amount of products desired and the 
exact products desired. I^ all, there are 1,279 such roul^es in opera^ 
tion. 

The refrigerator car has enabled the packer to perfect a system of 
distribution, and, as a result, there are in existence to-day, besides 
the peddler car, 1,093 branch houses. 

Now, much is said by the packing companies of the peddler-car 
system, and among the other largesse that now goes to the news- 
papers there go large advertisements somewhat explaining but 
mostly praising this system of peddler-car routes. 

The commission is not criticizing the peddler-car routes. It is a 
good thing. 

Mr. Sweet. These peddler cars distribute meat throughout the 
country, even in another territory that is producing meat? 
. Mr. CoLVER. Yes; first meat, and then it develops into a peram- 
bulating department store. 

Mr. EscH. It supplements the branch houses and enables them- 
to get fresh meat to many country towns where they could not get 
it otherwise ? 

Mr. CoLVER. I would say it, perhaps, in this way, it gets meat 
to many country towns where the local butcher is then put into direct 
competition. 

I say there is no criticism now made, no objection made, and we are 
trying to get no prejudice in your mind at all against the peddler- 
car routes and the service that they perform. 

Mr. Parker of New Jersey. Let me ask you a question right there. 
Do they sell at the car or do they deliver to somebody in the town 
who does the selling ? A {Meddler wagon stops and sells right at the 
wagon. Is there a salesman in the peddler car who sells at the 
switch where the car stops? 

Mr. Colver. It is sold at the door of the car. It is sold at the 
door of the car in this way : The order in many cases, and usually, 
is taken in advance. 

Mr. Parker of New Jersey. Then it is not sold at the door. It 
is shipped there like any other shipment and is not like a peddler 
waeon that goes and sells at the door of the wagon ? 

Mr. CoLVER. I did not get the significance of your use of the word 
" door." It is delivered at the door of the car. 

100735— l^—PT 2 5 
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Mr. Parker of New Jersey. Of course, all goods are delivered at 
the door of the car, and the only Question is whether they sell as a 
peddler wagon does. It is not a peddler car unless it sells right from 
the car. 

Mr. CoLVER. Yes; the name "peddler" is not mine. It is their 
own. 

Mr. Parker of New Jersey. Do they have any long stops at any 

Particular places? For instance, if they were peddling, they would 
ave to stop at these places for some time, instead of going along 
with the train delivering their goods. They go on with the regular 
train, do they not ? 

Mr. CoLVER. They usually go on with the regular train, and that 
brings us to another one oi the things we are calling your attention 
to. I say we are putting no prejudice in your minds and making 
no complaint against the peddler car. We are just showing that it is 
an advantage which tends to lock this industry against flie invest- 
ment of money in independent enterprise in tne packing industry. 
It is just one of the advantages, one of the entrenchments, which 
make the meat-packing business not a free business; not a business 
in which any American can with any courage or with any hope invest 
his money. 

Mr. Shook. Do you think in the public interest it ought to be 
discontinued? 

Mr. CoLVER. If you can get the good out of it, the usefulness out 
of it, and retain that and reject the disservice about it, that would be 
better, I think; and that is what we are suggesting should be done. 

Mr. Ratburn. What are you suggesting will do that? 

Mr. CoLVER. I should think that tne peddler car might properly be 
operated on a regular schedule and be open to all on equal terms; 
that is, open to any shipper. 

Mr. Parker of New Jersey. The question is whether they would 
do that. The railroads would not get a special profit on that, would 
they? Somebody has got to get the profit for running that. Are 
you proposing that the railroads should be well paid for it? 

Mr. CoLVER. I would propose, I suppose, that the railroads should 
be paid just as they are now for the operation of the same thing. 

Mr. Parker of New Jersey. But you would have to pay more for 
doing it in that way, because they would have to do more work, 
because they would have to supervise it. At present they do not have 
to supervise the car or deliver from the car. That is done, I suppose, 
by a representative, if it is a peddler car. 

Mr. CoLVER. The supervision of the delivery would be no more 
supervision than in the delivery of any other mixed car lot, 

Mr. Parker of New Jersey. In this case, as I understand it, the 
man on the car does the delivering, and not the railroad ? 

Mr. CoLVER. No; there is no packer representative traveling with 
the car to make these deliveries. 

Mr. Parker of New Jersey. Then how is it a peddler car? How 
does it differ from any other car that is owned outside? 

Mr. CoLVER. Well, we are getting ahead of the development of the 
thing, but I would like 

Mr. Parker of New Jersey (interposing). There are a great many 
cars — ^you will see them on the Baltimore & Ohio Kailroad — a car 
stopping from station to station and delivering goods from station 
to station, which may be owned by some other railroad. The Balti- 
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more & Ohio is running it, but the car belongs to somebody else, and 
something is allowed for it? 

Mr. CoLVER. Yes. 

Mr. Parker of New Jersey. Now I got the impression from you 
that something more was done to make a car a peddler car than 
merely the delivery of goods from station to station. 

Mr. QoLVER. Well, this is what is done and this is where, I might 
say, the difficulty, the disadvantage arises : A car is filled with a mis- 
cellaneous assortment of goods, some fresh meat, some butcher's 
aprons 

Mr, Parker of New Jersey (interposing). Is this a beef car? 

Mr. CoLVER. Yes; it may be either a beef or ventilator car, but in 
any event it is a refrigerator car. Now, it is filled, we will say, with 
a mixed cargo of which some is fresh meat. It starts out on its 
journey. It has a regular route. It stops, is opened, not by the 
owner of the car or the owner of the contents — it is opened and 
the merchandise which is to be delivered at the town where the 
first stop is, is taken out and delivered, as I said a moment ago, at 
the door of the car, on the freight house platform. The car then, if 
set out for the purpose of that delivery, is picked up by the next 
train and carried to its next destination, and so on and so on. 

Mr. Parker of New Jersey. Well, who sees that it is kept cool, 
kept refrigerated ? 

Mr. CoLVER. The railroads- 
Mr. Parker of New Jersey. Do they generally do that with all 
refrigerator cars? Do the railroads assume the task of keeping them 
cooled? 

Mr. CoiiVER. No ; that is a little special arrangement. 

Mr. Parker of New Jersej^. And the shipper pays for it, I suppose. 

Mr. CoiiVER. Yes; the icing is paid for in addition to the usual 
freight rate. 

Air. Barkley. The reason for that, I suppose, is because this ped- 
dler car is longer in reaching its destination, and the original re- 
frigeration is liable to be exhausted before it gets there, and the 
railroad assumes the burden of refurnishing it if it gets out before it 
gets to the end of the route ? 

Mr. CoLVER, That is one way of stating it. The railroad does not 
exactly assume the burden. The packing companies, as we find, 
order them to do it. 

Mr. Parker of New Jersey. But where does the ice come from? 

Mr. CoLVER. The railroad company supplies it. 

Mr. Parker of New Jersey. They don't always have ice. 

Mr. CoLVER. For the re-icmg? 

Mr. Parker of New Jersey. The railroad company doesn't have ice 
enough for all those cars at country stations. 

Mr. CoLVER. This is not an occasional thing. I am speaking now of 
the 1,297 regularly established routes over which these cars run in a 
regular way, and depending on the time of the year it is perfectly 
easy to know when and where ice is to be needed and the railroad 
companies have the ice there and put it in and are paid for it. 

Mr. EscH. How long does one icing last? 

Mr. CoLVER. It depends on the weather. 

Mr. EscH. What is the average ? 

Mr. CoLVER. Twenty- four to thirty-six hours, perhaps, on a rough 
average. 
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Mr. Parker of New Jersey. How long does the route. last? 

Mr. CoiiVER. It depends on the length and the number of stops. 

Mr. Parker of New Jersey. What do they average-r-what time? 

Mr. Colver. Two or three days. 

Mr. Hamilton. Mr. Colver, I would like to ask you a question. Is 
not the consumer after all between the devil and the deep sea in this 
peddler-car business ? For illustration, suppose the railroads should 
be permitted to take over this peddler-car business, as you suggest, 
is it supposed that the railroad company would be sufficiently altru- 
istic to protect the interests of the consumer? Is it not simply shift- 
ing the business from one corporation to another? Would they be 
solicitious about seeing that the average man got his meat cheaper 
than he is getting it now ? Do you think so ? 

Mr. Colver. No. I do not like to answer one question by asking 
another, but if they can do these things successfully and presumably 
piofitably for five packing concerns in the United States, why can 
they not do them for others ? 

Mr. Parker of New Jersey. Won't they do it if the other fellow 
furnishes the car? 

Mr. Colver. No ; I think it was perhaps at that point 

Mr. Hamilton (interposing). I understood you to say that you 
proposed that the railroad companies themselves should take over 
this so-called peddler business. 

Mr. Colver. Oh, no ; no ; not at all. We did not say that. 

Mr. Hamilton. Well, I am glad you corrected that. 

Mr. Parker of New Jersey. I thought he did. 

Mr. Colver. I said that the cars on an established route, which are 
started out iced and are reiced by the railroad companies, as needed, 
might just as well be open to all shippers of that sort of stuff as to 
five. That is all I said. 

Mr. Parker of New Jersey. Well, the other shipper who furnished 
a car, couldn't he put a car on just the same way? 

Mr. Colver. That question has come 

Mr. Parker of New Jersey (interposing). Certainly the railroad 
is bound to take everybody on equal terms. 

Mr. Colver. That question has come up so much this morning that 
it seems to be perhaps better to answer it rather fully by changing 
the order of my testimony at this point. We will see now just what 
the effect is. 

Mr. DoRKMus. Just a moment, Mr. Chairman — evidently Mr. 
Colver has outlined the course of his testimony this morning. Now, 
I wish you to ask him, Mr. Chairman, whether it would be better for 
him and would not interrupt the continuity of his presentation if we 
would suspend our questions until after he completes his statement. 

Mr. Parker of New Jersey. I should be very glad to have him do 
that. 

The Chairman. With one exception : Sometimes a member of the 
committee may not understand what the witness says, and if he does 
not understand it then perhaps he never does. I think any member 
of the committee ought to have the privilege of asking a question 
where he does not understand the witness. 

Mr. DoREMUs. Mr. Colver is a very accommodating witness and is 
trying to answer the questions propounded by the committee, but 
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just jiow I notice he has diverted from the subject he intended to com- 
plete to another subject in order to accommodate the committee. 

Mr. Parker of New Jersey. Mr. Doremus, I should prefer very 
much that he complete his present subject before going to another, 
and I would be very glad if he would postpone the answer to my 
question until later. 

Mr. Doremus. He can not pursue his testimony in the order that 
is mapped out if he stops to answer the questions that are being sub- 
mitted by the committee, and I merely wanted to find out what his 
disposition in the matter was. I did not intend to criticize you at 
all, Mr. Parker; I think your question is entirely proper. 

ADVANTAGE OF BIG PACKER CARS IN MILEAGE PER DAY. 

Mr. CoLVER. The question which seems to be recurring here — and 
the same thing is constantly said by the five packers — " Why don't the 
independents get cars of their own ? There is nothing to stop them." 

The Chairman. That is, peddler cars? 

Mr. CoLVER. Any car. They say, " If they want stock cars, why 
don't they get them ? If they want beef cars, why don't they get 
them ? If they want refrigerator cars, why don't they get them ? " 
And the question here is : " If this peddler-car thing is good, if the 
beef -car thing is good, if there are no patents on them, why don't 
they get them and operate them? " 

Now, I think, apropos of this peddler-car discussion, we can go 
into that phase of the subject which we were coming to a little bit 
later in the order that I had planned. 

These five big packers have such a large volume of freight busi- 
ness, of traffic, that they have, as very great shippers, a considerable 
influence on the railroads. That influence takes the form sometimes 
of definite, understandable figures. For example, Annour & Co., 
operating 4,751 refrigerator cars in the year 1917, accomplished a 
mileage of 131,887,153 miles. Their cars were in operni icii 340 days 
on the average, each car, and each car averaged a mileage of 81.6 miles. 

The Chairman. Per day ? Now, right there, Mr. Colver, you said 
the car operated an average of 81.6 miles. Is that per day or per 
month or per year? 

Mr. Colvtjr. I thought I sad per day. 

The Chairman. Xo ; that is why I was asking this question. 

Mr. CoiyVER. Yes ; 81.6 miles per day. Thank you. 

The Cudahy Packing Co.'s 1,405 cars, operating 292 days per year 
on the average, traveled 104.3 miles. 

The Chairman. That is per day ? 

Mr. Colver. Yes. Morris & Co.'s 2,423 cars averaged 340 days in 
the year, and accomplished 78.3 miles per car per day on the average. 

Swift & Co., through the Swift Refrigerator Transportation Co., 
owning 6,306 cars, operated on the average 309 days in the year and 
accomplished 76,9 miles per day. 

Wilson & Co. car lines, with 1,477 cars, operating 292 days, aver- 
aged 86.5 miles per day. 

I have not read the figures for the subsidiaries of these fiye com- 
panies and I think we had better put them in. 

The cars that I will put in now, to fill in the subsidiaries of these 
five big companies are the car& that are owned by, in the case of 
Armour & Co., the Pittsburgh Provision Packing Co., owning and 
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operating 41 cars, and making an average of 19.8 miles; the Libby, 
McNeill & Libby, owning 60 cars — ^wheii these figures were gotten 
up Libby, McNeill & Libby was an avowed Swift subsidiary — ^they 
made 30.1 miles. 

The Union Meat Co., owning 4 cars, operated only 5.1 miles a day. 
That is explained somewhat by this fact, that the Union Meat C!o. 
is at Portland, Oreg., and their 4 cars are used for short hauls — sort 
of a local service. 

The second ownership of Wilson & Co., is T. M. Sinclair & Co., 
with 132 cars, which averaged 340 days in the year and 52.4 miles a day. 

Mr. Hamilton. Before you pass from that, Mr. Colver, I wanted 
to ask — and submit it as a suggestion to the committee — ^whether it 
will be possible for you in going over your statement to make sub- 
headings so that it will be eas}^ for members of the committee who 
I'efer to what you say— in the printed hearings — for instance, make 
the subhead " Peddler Car," and any other subhead that would en- 
able us to turn readily to that part of your printed testimony that 
we might want to find ? 

Mr. Colver. I will be glad to do that. 

Now,, for the point that we are trying to make clear to the com- 
mittee — and which would be in answer to Judge Parker's question, 
I think — all the refrigerator cars owned by these five big packing 
companies show an average of 80.8 miles per day of travel. 

Now, the operations of refrigerator cars owned by independent 
packing companies tell a very different story. I will not read it in 
full, but will put into the record a list of 21 independent companies 
who own private cars, the smallest number being that of Arbogast & 
Bastian Co., who own 3, and going up to Kingan & Co., wl^o own 
547 of such cars. 

Mr. Hamilton. Kingan & Co. are the biggest so-called independent 
concern, are they not? 

Mr. C6LVER. I think so ; yes. 

The papers referred to follow : 

Operation nf refrigerator ears owned by Big Fire paekers and affiliated com- 
panies 1917 



Company 



Armour & Co 

1^ Pittsburgh Provision & Packing Co. (Armour-AUerton 

r interests) 

Cudahy Packing Co 

MorrisA Co 

Swift & Co.: 

Libby. McNeill & Libby 

Swift Rcfrigorator Transportation Co 

Uni^n Meat Co 

Wilson & Co. (Inc.): 

T. M. Smelair & Co. (Ltd.) 

Wilson Car Lines 

Total 



Number 
of cars 
owned 

and oper- 
ated. 



M,751 

41 

1,405 

3 2,423 

<50 

* 0,30(i 

4 

132 
•1,147 



IC-, 599 



Total car 
miles. 



131,887,153 

211,544 
42,792 959 
()4, 476, 785 

586,076 

119,905,878 

3,744 

2,352,453 
30,883,372 



429,099,964 



Average 

number 

of days 

each car 

was in 

actual 

operation 



Aver- 
age 
mfles 
per car 
)erday. 



'340 

2260 

292 

»340 

325 
309 
183 

«340 
292 



320 



8L6 

19.8 

104.3 

78.3 

30.1 
76.9 
55.1 

52.4 
85.5 



80.8 



1 Owned 4,944 cars, 193 of which were leased to the Erie R. R. 

» Estimated. 

3 Average in service; number at end of year. 2,950. 

* Owned 0,316 cars, 10 of which were in local yard service. 
» In special local service. 

• Owned 1,5C2 cars, of which 85 were leased to T. M. Sinclair & Co. (Ltd.) 
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Operation of refrigei'ator cars owned by independent packing companies, 1917, 



Company. 



ArboRast & Bastion Co 

Beech-Nat PacHnsr Co." 

C^rstcns PacHngCo.... 

Cincinnati Abattotr Co 

Cleveland Provision Co 

Consolidated Dressed Beef Co 

Cudahy Bros. (Milwaukee) 

Jacob E. Decker & Sons. .• 

Jacob Dold Packing Co 

Evansvllle Packing Co 

Wm. Fockes' Sons Co 

FryedrCo 

H. J. Heinz Co.s 

HouaUm Paoidng Co 

Independent Packing Co 

Indianapolis Abbatolr Co 

Kingan & Co. (Ltd.) 

John Morrell <Sc Co 

St. Louis Independent Packing Co 

F. Sdienk & Sons Co 

Western Packing & Provision (3o. . 

Total 







Average 


Number 




number 


of cars 




of days 


owned 


Total car- 


each car 


and 


miles. 


was in 


oper- 




actual 


ated. 




oper- 
ation. 


3 


0) 


0) 


6 


92,404 


340 


3 


26,016 


312 


100 


1,666,975 


282 


72 


588,272 


321 


5 


(>) 


0) 


240 


3,546,750 


281 


15 


40,567 


«60 


257 


3,391,552 


313 


6 


98,550 


292 


3 


0) 


0) 


15 


82,650 


268 


52 


604,837 


345 


20 


216,318 


346 


99 


1,715,110 


250 


S65 


1,755,000 


330 


547 


9,656,998 


«340 


219 


5,232.348 


300 


150 


2,928,120 


«340 


5 


(») 


0) 


10 


219,440 


<340 


1,891 


31,861,907 


312 



Average 

miles 

per car 

per day. 



0) 



64.4 
27. P 
60.1 



0) 



25. o 



62.6 
45.1 
42.2 
56.3 



0) 



20.6 
33.7 
31.4 
69.3 
81.8 
61.9 
79.6 
67.4 



(0. 



64.6 



64.6 



> No figures available. 

* Not slaughterers. 

* Owned 109 cars, 44 of which were operated separately and no operating statistics have been furnished 
« Estimated. 

Mr. CoLVER. These 21 companies that I am referring to now are 
not all packing companies, not all meat packers, but they are owners 
of refrigerator cars. I have shown you now that, taking in all the 
refrigerator cars operated by the five packers, you find an average 
daily mileage, for an average of 320 days per year, of 80.8 miles. 
Taking these other than the five packers who own refrigerator cars, 
operated similarly, and their average 

The Chairman (interposing). How many cars do they all own? 

Mr. CoL^TiR. They own in all 1,891 cars. I am accounting for 1,891 
cars — they make a yearly operation of 312 days as compared with 
320 days made by the pacfeer-owned cars — the five packers, they 
make ai average milea^^f 64.5 miles per day. The ?acker-owne5 
cars accomplish 80.8 miles per day when in use; these others, 54.5 
miles per day. 

Mr. Sweet. Is that difference in mileage explained by the fact that 
the large packers operate over a larger territory than the other com- 
panies? 

Mr. CoLVER.' I will try to answer your question fully here. 

Mr. Sweet. Well, I will not interrupt you, then. 

Mr. Parker of New Jersey. The only other idea would be that the 
railroads made an unjust discrimination for which they are penally 
responsible under the statutes if it is their fault. 

Mr. CoLVBR. The answer to your question, Mr. Sweet, is partially 
" yes." The five packers have traffic experts, and as I think we can 
indicate here, they have an advantage ; they get an advantage. It is 
diown in the figures here, in the results, that the mere ownership of 
the refrigerator car does not work out to be the remedy as suggested, 
and when it is said, "Why don't they go and get these cars? "I am 
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showing you that they have got them and what they get out of them. 
They don't get out or them as much as the five packers do, and not 
because of their inefficiency; not because of their own inefficiency: 
not because of the independent man's lack of effort to get into this 
game, as I think we will show you. 

Now, while we are on the subject, in order to tie the two things 
together, taking the stock cars, the live-stock cars that are owned by 
the five packers and that are owned by independent packing con- 
cerns, and in order to cut it short, taking Swift & Co., Wilson & Co.'s 
lines, the National Manufacturing Co., and Swift & Co.'s live-stock 
transportation company, with a total ownership of 1,895 cars, the 
yearly operation for 1917 was 315 days, and the miles accomplished 
per day on the average was 73.6; while the operation of the 13,654 
cars privately owned by private car companies and usually leased to 
independent packers and others, made an average of 338 days of 
operation in 1917 and accomplished only 22.8 miles per day. 

Contrast the figure 73.6 miles per day with 22.8 miles per day. 

(The following tables were submitted:) 

operation of stock cars owned by Big Five packers and afflliatcd companies, 

1917, 



Company. 



Swift & Co.: 

National Manufacturing Co 

Swift Live Stock Transportation Co 
Wilson car lines. 

Total 



Number 
of cars 
owned 

and oper- 
ated. 



1,506 
109 
280 



* 1, 895 



Total car 
miles. 



34,682,242 
2,675.457 
6,663,598 



43,921,297 



Average 

number 

of dayti 

each car 

was in 

actual 

operation. 



320 
310 
292 



315 



Average 

miles 

per car 

per day. 



72.0 
7a 2 

81. & 



73. G 



» Average in service, including for full year the 684 cars taken over from the Western Live Stock Express 
Co.,July 1,1917. 

In addition to these cars Morris & Co. had 10 cars in service part of the year. 

Operation of stock cars owned by independent private car companiesy 1917. 



Company. 



Doud Stock Car Co 

I^ Ray Despatch LinejfTnc.) 

Mather Horse & Stock Car Co ». 

The Streets Co 

Total 



1 Estimated. 



Number 
of cars 
owned. 



13,554 



Number 
of cars 
for which 
operating 
statistics 
have been 
furnished. 



733 


448 


113 


(•) 


8,217 


199 


4,491 


584 



1,231 



* None. 



Total car- 
miles. 



4,455,848 

(») 
1,906,288 

3,114,752 



9,475,888 



Average 

number 

of days 

each car 

was in 

actual 

operation. 



1340 



(>) 



329 
1340 



338 



Average 

miles 

per car 

per day. 



(•). 



29. S 



30.1 
16.7 



22. S 



> No report. 



The question is asked, "Why don*t they buy or why don't they 
lease these cars? " They have bought them aiid have leased them. 

Mr. Parker of New Jersey. Do I understand that the railroads 
make an unjust discrimination, therefore, in favor of the packers^ 
in your judgment? 
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Mr. CoiiVER. Yes. 

Mr. Parker of New Jersey. They do not follow the rule of " first 
come, first served" with reference to these refrigerator cars? 

Mr. CoLVER. No, sir. 

Mr. Parker of New Jersey. Well, isn't the railroad then the one 
that is responsible for that, under the law, that they must give equal 
facilities to all? 

Mr. CoiiVER. Your questions have the effect now of bringing in new 
thin^. To answer tnis question I have to leave the other one, but 
this IS the time to answer that question and I want to do it. 

Mr. Parker of New Jersey. Well, I thought that could be an* 
swered yes or no. 

Mr. CoiiVER. I will answer it "yes." 

Mr. Parker of New Jersey. Whether there was injustice or not. 
• Mr. CoiiVER. I will answer it "yes," without any qualification 
whatever, but it is a very interesting question and the answer is also 
interesting — ^no; I won't answer that question "yes." You say the 
fault is with the railroad? 

Mr. Parker of New Jersey. I asked whether the railroad followed 
the rule of " first come, first served " in giving equal service to all. 

Mr. CoLVER. I say " no " to that. They do not follow that rule, of 
course. 

Mr. Parker of New Jersey. And they do not give equal service 
to all? 

Mr. CoiiVER. No. 

Mr. Parker of New Jersey. Then they are responsible under the 
law for that, too. 

Mr. Hamilton. And they do discriminate, as I understand it, in 
favor of the fivepackers? 

Mr. CoLVER. They do; yes. And then comes the question "Are 
they responsible and to be blamed for this?" And my answer to 
that is not unqualifiedly " yes." It depends on how much blame at- 
taehes to yielding to an irresistible pressure. 

Mr. Hamilton. Can it be possible that that has been going on 
under Government control? 

Mr. CotvER. I don't know. We finished this thing before that. 

Now, if we have time to show the inequity in service and to give 
you an example of how the inequity comes about we may see where 
the fault does lie. 

DELAY IN MOVEMENT OF INDEPENDENT PACKER CARS. 

The small, independent packers have practically no control over 
the movement of their owned or leased cars. In the first place they 
have difficulty in securing refrigerator cars of any description, and 
when they do secure them they are compelled to go to great expense 
to fit the car up for carrying the fresh meat. As I say, it costs 
$20 to fit a car up and they put $45 worth of hooks into a car, and 
then they may or may not get their hooks back. When a car is 
leased by an independent packing company — we must remember 
later to get back to that peadler car question which we left some' 
time back. 

Mr. Parker of New Jersey. Won't you go into that mileage ques- 
tion just at this point? Why is the mileage much less on one than 
the other? 
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Mr. CoLVEK. Yes; and then we must get back to the peddler car, 
because that is left in a decidedly unanswered state in this record, 

Mr. Parker of New Jersey. Answer the question why they get so 
much less mileage out of it, first. 

Mr. CoLVER. AH right ; we will take that first. 

The prompt movement and return of the cars of the independent 
packer is not granted by the railroad, and this is shown by the state- 
ment of Jacob E. Decker & Co., of Mason City, Iowa. 

Mr. Sweet. Yes ; I understand about that. 

Mr. Colver. Their representative at a hearing before the Inter- 
state Commerce Commission, in the matter of private cars, made 
this statement: They leased 20 cars for the shipment of carcass 
meat, fresh meat, in 1917. He takes six of his cars and gives this 
analysis of the operation of those cars. They, as I say, leased these 
cars following the advice, "Why don't you lease cars?" They 
leased these cars and they sent one out on June 27 and it was held 
177 days. It was six months before it got back. During that time 
the rental was $116.46 and the car earned for them $16.56, 

The Chairman. One hundred dollars or more per car? 

Mr. Colver. No; that is one particular car. This gentleman ap- 
peared before the Interstate Commerce Commission and related his 
experience of following this apparently very simple expedient of 
" Why don't you buy or lease cars ? " 

Mr. Parker of New Jersey. Why was it held 177 days? 

Mr. Colver. Why was it? 

Mr. Parker of New Jersey. Yes. Did he give any explanation? 

Mr. Colver. I can not say what reason he gave. 

Then he shipped another one of his cars on July 19, 1917. It was 
held 149 days. It cost him $98.04 to rent it during that period and 
it earned $39.17. That would appear to be a better trip, because 
apparently it was returned faster than the first car. 

Then the car that started September 12 was held 68 days. His 
rent was $44.94 and it earned him $14.06. 

The car that started September 16 was held 106 days, cost him 
$69.75, and earned him $37.55. 

The one that started out September 19 was held 101 days, cost him 
in rental $66.45, and earned him $51.56. 

The one that started September 21, 1917, was held 111 days, cost 
him in rental $73.04, and earned $36.04. 

So that his experiment with those six cars necessitated an output 
of $468.68 rental and the cars earned $194.94. 

Mr. Hamilton. What is the basis of the rental, Mr. Colver? 

Mr. Colver. It is a monthly basis ; so much a month. 

Mr. Hamilton. And does not he retain control of the car so that 
he can call it in at any time ? 

Mr. Colver. He is supposed to. 

Mr. DoREjdus. 1 understand, Mr. Colver, that all this you have 
related occurred under private ownership of railroads, does it 
not? 

Mr. Colver. Yes; this is 1917. 

Mr. Hamilton. But Mr. Colver states that he doesn't know 
whether that is going on now or not. 

Mr. Barkley. All of which elucidates nothing. 

Mr. Hamilton. Well, we are not so sure about that. 
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Mr. CoLVER. There then that packer was deprived not only of the 
use of these cars that he provided himself with, but of course he had 
to pay rental for the service. Now we find that by and large, and 
adding all the big five packers' cars together, that they are profitably 
operated. The same railroads haul them on the same terms and for 
the same price — that is, the same mileage price is paid by the rail- 
road to the owner or lessee of the car, and the same freight is paid 
to the railroad, and yet one operation shows a profit and the other 
a loss. In this case I have just cited there was $468.68 going out 
and $194.94 coming in. That is not profitable. 

Mr. Stephens. I presume that is due largely to the fact that the 
five packers have so many cars that they can be made up into special 
trains and run through as a special — or at least, do you suppose 
that that is a factor in it? 

Mr. CotrVER. Yes ; or else it can be summed up in the phrase " a 
traffic club." 

PACKER " TRAFFIC CLUB." 

Mr. Hamilton. Mr. Colver, do the railroads charge all individuals 
and corporations alike as to rental of cars? Is the rental charge the 
same to all? 

Mr. CoLVER. Do you mean do they pay back the same mileage? 

Mr. Hamilton. No; as I understand you they have to pay the 
railroad company so much rental. 

Mr. CoLVER. No; these cars that I speak of, of the independent 
packer, were rented by him from an independent private-car-line 
company, not from the railroad. They do not rent from the rail- 
roads; no. 

Mr. Hamilton. Now,, as to the independent car lines, do the inde- 
pendent car lines discriminate? Is the rental the same? 

Mr. CoLVER. The i^ental rates vary with the type of car some- 
what. 

Mr. Hamilton. Precisely, but there is no discrimination among 
corporations? 

Mr. CoLVER. The rates vary among the owning corporations; yes. 
To make it clear, they vary as to the number of cars leased and on 
the length of time of the lease. The scale of rental prices varies with 
those factors in consideration, the number of cars and the length 
of time of the lease. 

Mr. Hamilton. But the rental is a regular schedule? 

Mr. Colver. Yes; with the factors being equal, it is a regular 
schedule. 

Mr. Hamilton. And there is no distinction among those renting 
cars? 

Mr. Colver. That is impossible to be answered, I think. 

Mr. Hamilton. Well, do the five packers rent cars at all? 

Mr. Oliver. Yes; but not often. 

Mr. Hamilton. I do not understand yet why one firm should lose 
uniformly and another should gain uniformly. 

Mr. Colver. Because one firm's car goes through to its destina- 
tion and comes back for another load promptly; the other con- 
cern's car goes out and gets lost and stays for six months. 
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Mr. Hamilton. Now you have told the story. I understand you 
now. 

Mr. CoLVER. Now it is asked, " Is that the railroad's fault, or do- 
they discriminate ? " 

As to the question, " Do they discriminate ? " I say yes. As to the 
question of whose fault it is, I say, I can not say unqualifiedly " yes,'^ 
but I think I can throw some light on that right now. 

Mr. HUmilton. But you do believe that the railroad companies 
lose the cars of some corporations and do not lose the cars of others? 

Mr. Colver. Yes. 

Mr. Hamilton. And you think that the reason why they lose some 
people's cars and do not lose others is because they are making more 
money out of some corporations than others? 

Mr. Colver. Well, they get more freight ; yes. They are making 
more money in that way, making more receipts ; yes. 

Mr. Hamilton. Well, ought there not to be some way to reach 
them by law for doing things like that? 

Mr.'CoLVER. That is what we are telling you these things for. We 
think so. 

Mr. Hamilton. Well, isn't there existing law that will reach it? 
Can't the Department of Justice take cognizance of a situation like 
that? 

Mr. Colver. Yes. I suppose so. 

Mr. Hamilton. Ought it not to do it ? 

Mr. Colver. Well, one of these companies is ipdicted on 50 counts 
now. I don't find anjr fault here — I don't know how to say this ex- 
actly — a company is indicted on 60 counts; a competitor, a compet- 
ing packing company is suffering. Each little fact must be proven 
and made law proof, and then the case starts on its weary way to the 
Supreme Court. Maybe, some time, it will get there and you will get 
your decision, but in the meantime the independent packer's car is 
on the siding, and just how long can he stand it? That is the answer 
to the panacea " Buy your own cars," and " Lease your own cars," 
and "If the independent packer doesn't like to get along without 
cars, why don't he go and get some ? " 

Mr. Hamilton. But that means a failure of justice, Mr. Colver, 
and — ^this is very important — ^we have existing law to take care of it. 
Here is unjust discrimination; here are railroad corporations losing 
cars and indifferently failing to return them. There is a law to pre- 
vent that, and you say that a suit might be commenced or a criminal 
prosecution started, but that because of the slow machinery of jus- 
tice the remedy is uncertain, and meanwhile the aggrieved shipper 
has given Up the ghost. That is a sad commentary upon the law as 
it now exists. 

Mr. Colver. I did not speak of the slowness of the processes of the 
court critically at all ; I just spoke of them as orderly processes. 

Mr. Hamilton. We have a right to criticize. 

The Chairman. If no private companies owned private cars and 
the public had the same opportunity as these companies, then crimi- 
nal prosecutions would not be necessary. 

Mr. Colver. That is the whole theory of this legislation. Instead 
of indictments, instead of traversing the " sawdust trail " to the Su- 
preme Court and back again ; instead^ of all that delay that occurs 
m reference to these cars, if these facilities were open, and if these 
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highways of commerce were open to all on equal terms, fairly, the 
difficulty would be solved to a very great extent. 

Mr. Hajolton. That goes to the very heart of the whole question ; 
and there are many questions which suggest themselves here at this 
point, but which it would not be proper to interrupt you conceminff 
now, but later on possibly we may be able to get them straightened 
out. 

Mr. CoLVER. It is interesting, now that we have come to the fact 
that there is a significant difference between speed and the practical 
operation of these cars bv the two different classes of people that 
are in the meat-packing business. The q[uestion is asked, ^' Whose 
fault is it ? Is it not the railroad companies' fault and are they not 
to blame? " I can not answer you specincally and directly with refer- 
ence to these cars, unfortunately, but we can find something that ar 
least win shed light on it. 

Mr. HAMHiTON. You have pretty nearly made a demonstration 
of it. 

CLOSING OF M. K. & T. R. R. CO. STOCK YARDS AT HODGE (FORT WORTH) , TEX. 

Mr. CoLVER. Take this instance as illuminating: The M. K. & T. 
Railroad Co. owned some stockyards at Hodge, near Fort Worth. 
These yards were operated by the M. K. & T. Eailway in competition 
with the Fort Worth yards, which are controlled jointly by Armour 
and Swift. We find the following letter, dated Chicago, 111., Decem- 
ber 27, 1916, written by Mr. A. E. Fay, of the Swift Refrigerator 
Transportation Co. — that is the company which owns these cars — ^to 
Louis F. Swift and E. F. Swift. The letter, in full, is as follows : 

Chicago, December 27th, 1916, 
Messrs. Louis F. Swift, Edw. F. Swift. 

Gentlemen : Mr. J. L. Harris, general live stock agent of the Alton Railroad, 
reports that in conversation with Vice President Haile, of the Missouri, Kansas 
& Texas Railroad, in St. I^ouis last Wednesday, the 20th, Mr. Haile was asking 
him to try to secure the Fort Worth packing-house business for the M. K. & T. 
and Alton route, and Harris told Haile that it was no use in trying to get the 
paeker*s business at Fort Worth as long as the M. K. & T. maintained a stock- 
yai*d at the very gates of Fort Worth yards. Then there resulted a discussion 
of the matter, Harris says, and Haile finally told him if the packers still 
wanted the Hodge yards that he would bring it about so that they could have 
them, either by purchase or rental. He asked Harris to find out if the Fort 
Worth interest still wanted these yards. That is, the railroad company or at 
least an agent or officer of the railroad company asked whether or not if they 
sold these competing yards controlled by Swift and Armour that would b(» 
all right. 

I spoke to Mr. Dunham over the phone about it, and he said he would like to 
look the matter up, and suggested that I send word back to Mr. Haile that we 
would look the subject up and would take it up with him later. 

This for your information. 

A Tl. Ti'A'v 

ARF :B Transp. Dept Individual letters. 

The Mr. Dunham referred to is the vice president of Armour & Co. 

In other words, they offered to sell the yards or dispose of them to 
the yards controlled by Swift and Armour, but the offer apparently 
was not satisfactory, and instead of buying and taking them ovei 
the transaction took the turn of wiping them out and getting rid of 
them that way. 
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On December 30 — three days after the first letter — 1916, from Chi- 
cago, Mr. Fay addressed Mr. Dunham, the vice president of the 
Armour Co., as follows : 

Chicago, Decemher 30, 1916. 
Mr. R. J. Dunham, 

Continental Commercial Bank Building^ 

Chicago^ III, 

Dear Sir : It looks as though we might prevail upon the M. K. & T. R. R. to- 
close the Hodge yards if your traffic department and ours wiU unite in pres- 
sure on the M. K. & T. I believe this will be more desirable than for the Fort 
Worth stockyards to buy or lease them. Do you agree? 
Please reply. 

Yours, respectfully, 

A. R. Fay. 
ARF : B CC L. F. Swift. 

There is Swift & Co. saying to Armour & Co. that a desired end 
will be brought about " if your traffic department and ours will unite 
in pressure " — that is what this letter said. 

The Chairman. Pressure on the railroad? 

Mr. CoLVER. On the railroad. 

Apparently there was some conversations or communications^ 

because we find the following letter : 

Chicago, January 8t7i, 1917, 
Mr. F. W. Ellis, 

Union Stock Yards, Chicago, III, 

Dear Sir: Regarding the "Katy" Hodge yards at Fort Worth, I met Mr. 
Harris to-day. He goes to St. Louis to-night, and he is going to tell Mr. HaUe 
that if he wants to stand in well with the packing houses at Fort Worth he 
will close their Hodge yards and allow the " Katy " live stock to go through 
the Fort Worth stockyards the same as all other Fort Worth lines do. Thus 
placing the M. K. & T. on a parity with other competing lines. 
Yours, respectfully, 

A. R. Fay. 

ARF:B 

Copy— LFS. EFS. 

The Mr. Ellis addressed is with Armour & Co. Mr. Harris, the 
vice president 

Mr. Hamilton (interposing). What does he mean by placing this 
company on a parity with competing lines? 

Mr. CoLVER. If you will pardon me, we will come to the "par- 
ity " — the parity was achieved all right. 

Mr. Hamilton. Very well. 

Mr^ CoLVER. Mr. Hiirris, the vice president of the M. K. & T., 
having received this suggestion, apparently took the desired action, 
because we find Mr. Fay's letter to Mr. Ellis dated March 24, 1917, 
as follows : 

March 27, 1917. 
Mr. F. W. Ellis, 

Union Stock Tarda, Chicago, III, — 

This, again, is SVift & Co. writing to Armour — an official of 
Swift & Co. to an oflSicial of the Armour Co. 

Dbab Sib: Regarding the Hodge stockyards: 

I have the promise of the Katy people that these yards will be closed and 
dismantled inside of three or four months. 
Yours, respectfuUy, 

A. B. Fay. • 
ARF— LMO. 
CO— Messrs. L. F. Swift, B. F. Swift. 
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The happy ending comes in a letter dated June 20, 1917, where Mr, 
Fay finally reports to Mr. Louis F. Swift, us follows : 

Junk 20. 1917. 
Mr. Loins F. Swift: Mr. Harris reports this morning that at an interview 
with Vice President Haile and Vice President Webb, both of the M. K. & T. 
Railroad, that Mr. Webb, the operating vice president, was given — 

The letter says "given." Evidently it means "giving," and we 
have inserted the word in brackets here as probably the word in- 
tended. 

was given [giving] instructions to abandon and demolish the Hodge stockyards 
at once. 

This will do away with the competition we have had at the gate of the Fort 
Worth yards for all these years. 

In consideration of this. Armour and ourselves have agreed to give the M. K. 
& T. our shipments on the fast train from the Fort Worth plant, Tuesdays and 
Thursdays of each week, as long as the rate and service via the M, K. & T. are 
equal to that of other lines. 

I feel quite sure you will be pleased to know that this competition is going to 
be discontinued. 

I am sending a copy of this letter to Messra Dunham, Donovan, and Googins. 

A. R. Fay. 
ARF— LMC. 

The Chairman. That is. Swift and Armour owning the stockyards 
at Fort Worth. 

Mr. CoLVER. Controlling them. 

The Chairman. I mean "controlling." 

Mr. Stevens. Who owned this stockyard that was wrecked ? 

Mr. CoL^TER. The Katy Railroad. 

Mr. Stevens. They owned that? 

Mr. CoLVER. Yes. It is a question now who is at fault. 

Mr. Hamilton. That restored the " parity " of competition ? 

Mr. CoLVER. The parity got there, you see, when they " got " the 
Tuesday and Thursday business, the other roads having the rest of 
the week for their proportion. 

Mr. Hamilton. The obstruction would operate to impair the 
" parity " and the obstruction was removed. 

Mr. CoLVER. Then, you see, we left this thing in June, 1917, and in 
November, 1917, we checked up how it worked out; and a letter is 
sent by Mr. Fay to Mr. Edward F. Swift, as follows : 

Chicago, November 5, 1917. 

Mb. Edward F. Swift: Events are proving that we were right in believing 
that the M. K. & T. deliveries of live stock at the Fort Worth yards would in- 
crease with the closing of the Hodge yards. I have asked Mr. Donovan to give 
me a monthly statement, comparing it with the year previous, in detail. It is as 
foUows : 

1917. 



Week ending— 


Cattle. 


Calves. 

11 



13 

17 


Hogs. Sheep. 


H. <bM. 


Total. 


Oet.eth 


117 
118 
115 
123 


1 

20 ' 9 

17 1 

20 2 

5 6 


46 
15 
46 
65 


203 


Oct. 13th 


160 


OetaOih 


196 


0et.27th 


206 






Totals 


473 


50 


62 ^8 

1 


162 


765 
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1916. 



Week endinff-- 


CotOe. 


CalTes. 


Hogs. 


Sheep. 


H.&M. 


Total. 


Oct. 7th 


41 

67 
43 
61 


9 
7 

4 
3 


26 
16 
22 
19 


2 
1 
2 
3 


6 

7 

8 

12 


84 


Oct. 14th 


S8 


Oct. 21th 


79 


Oct. 28th 


96 






Totals.' 


202 


23 


83 


8 


33 


340 







ARF VMF 
cc L. F. Swift. 



A. R. Fat. 



The above totals are a comparison of the month of October^ 1916, 
with the month of October, 1917, and show that the cattle shipments 
went from 202 in; 1916 to 473 cars in 1917, an increase of 125 per cent, 
or thereabouts ; an increase from 23 cars of calves in 1916 to 50 cars 
of calves in 1917; 83 cars of hogs in 1916 to 62 cars of hogs in 1917; 
8 cars of sheep to 18 cars of sheep in the same period; and 33 cars 
of horses and mules to 162 cars ; and the total-movement increase by 
the Katy was from 349 to 765 cars, and the Katy got the packers' 
business two days a week. 

Mr. Hamilton. What is the basis of the influence which the packers 
exercised on the railroads as manifested in the evidence you have 
recited — is it the size of the business of the packers? 

Mr. CoLVER. The volume of business — ^tonnage. 

Mr. Hamilton. That is to say, they have grown strong and power- 
ful financially, and one great financial power approaches another 
great financial power and says, " Come, let us reason together for 
our mutual benefit? " It is about that, is it not? Thej are adjusted 
it among themselves, and the lesser man takes his medicine? 

SWIFT SALES OF BUMPING POSTS TO RAILROADS. 

Mr. MtJRDOCK. If I may interrupt Mr. Hamilton, he and the com- 
mittee here and I know that there are rebates and rebates. The law 
prohibits a rebate, but the law must detect and prove a rebate. 
One of the packing companies, in my recollection oi the reading of 
this record, owns and controls a company which distributes to the 
railroads of the United States the bumping posts which the railroads 
use. The " bumping post," you gentlemen will recollect, is a large 
triangular steel frame which stands at the end of the tracks, and 
which has a shock recoil on it. All railroads use them at the end of 
their sidings. If the packing companies are in this business of 
selling bumper posts to railroads of the United States, does not the 
gentleman from Michigan [Mr. Hamilton] see that they can very 
readily so manipulate the sale of those bumping posts between the 
packers-manufacturer of the bumper and the raflroads as to work a 
rebate that would not be detectable or punishable by law? 

Mr. Hamilton. I can see that possibility. 

Mr. Murdoch. Does the gentleman from Michigan think that such 
a thing could be detected or punished, although it might result in a 
very large rebate? 

(Mr. Colver subsequently presented correspondence covering 
selling methods in the case of this bumping post, as follows:) 

The EHls bumping post is a product of the Mechanical Manufacturing Co., 
which is controlled by the Swift interests. The sale of this product for the fiscal 
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year ending March 31, 1918, was $24d»715.60. Correspondence found in the files 
of Swift & Co. indicates that the packing company uses its traffic influence to 
push the sale of this product to the. railroads. Tlie following letter, apparently 
dictated by N. B. Higbie, of Swift & Co., and addressed to George L. Chatfield, 
of the same company, will serve to introduce th^ case. 

April 14, 1915. 

Mr. Geo. L. Chatfield. I noticed all along the Michigan Central road that they 
are using some kind of a steel bumper. Would like to know if they have dis- 
continued using the Ellis entirely and using only the steel and if there %8 not 
^ome way we can get them to buy the Elli8.^ 

NBH-EM 

CC-A. R. Fay. 

Apparently after an investigation, Mr. Chatfield replied to Mr. Higbie's in- 
<iuiry to the effect that he had been advised by a representative of the Michigan 
Central Railroad that no new bumping posts had been bought by his company 
for some time, but that he thought some would be needed soon. Mr. Chatfield 
says that he is taking the matter up with Mr. Fay, manager of the transportation 
department of Swift & Co., apparently for the purpose of seeing whether Mr. 
Fay might not be able in some way " to get them to buy the EJHis.** Mr. Chat- 
field's memorandum is as follows : 

May 4, 1915. 
Mr. N. B. Higbie, 

Fourth floor, office. 

Dear Sir: Replying to your note of April 14, and referring to conversation 
with you regarding bumping posts on the Michigan Central Railroad, wish to 
advise that I have been checking up this matter and have not been able to get 
as much information as I would like, but it is evident from what I have that 
they havebeen buying a number of Gibraltar, Hercules, and Buda bumping posts. 
Also, understand they are fitted up at their Jackson shops for making repairs 
for our bumping posts, some of which have been in service a number of years. 
Have not been able to learn that they have made any complete posts. I am also 
advised by one of their representatives that they have not bought any new 
posts for a long time, but he thought they would need some within a few 
months. I am taking this matter up with Mr. A. R. Fay. 

As to the bumping posts on the Illinois Central, their business runs about even, 
and I have been assured by their purchasing agent that we are getting all of their 
business and have not been buying any other posts. 
Yours, respectfully, 

Geo. L. Chatfield. 

6LC*B 

Mr. Fay was apparently able to induce the Michigan Central Railroad to buy 
the Ellis, for he reported to Mr. Chatfield about two months later, as follows : 

File .... 568-ARF. 

Chicago, July 30th, 1915. 
Mr. G. L. Chatfield, 

Fourth Floor. 
The Michigan Central have promised that they will purchase Ellis bumping 
posts, and, that they will buy mere [more] posts in the next year on their line 
than they have in the last ten years. 

A. R. Fay. 

ARF: B. 

R. R. DEPT. 

Copy. H. A. C. 

There is no direct statement in this correspondence to the effect that Swift 
& Co. stated to the Michigan Central Railroad Co. that it should buy the Ellis 
bumping post or suffer a loss of traffic. It is none the less evident, however, 
that the " traffic club " was brought into play and that Swift & Co.'s traffic, 
rather than the worth of the product, was the controlling factor in the Michigan 
Centrars decision to use the Ellis bumping post. 

The big packers attempt to extend their influence over the railroads to other 
companies which are closely affiliated with the carriers. An example of this 
Is found in the effort made by Swift & Co. to secure the business of the Harvey 
Co.. which operates a line of restaurants on the Santa Fe system. Swift & Co. 
attempted to get this business by appealing to the officials of the Santa Fe. It 



^ Italics by the commission. 
100736— 1^—pt 2 6 



124 OOVEBKMENT CONTROL OF MEAT-PACKING INDUSTBY. 

is evident from the correspondence taken from the files of Swift & Co. that it 
considered it was being discriminated against in the matter of the Harvey 
business. It seems that Morris & Co. was always given the contract. A. R. Fay, 
of Swift & Co., wrote to F-. B. Houghton, freight traffic manager of the Santa Fe> 
and asked for his cooperation in securing for Swift & Co. its due share of the 
Harvey business. Mr. Fay's letter follows: 

CO — R. A. Steams. 
File 301-ARF. 

May 21. 1914. 
Personal. 

Mr. F. B. Houghton, 

F. T. if., A. T. d 8, F. Ry, Co., 

Chicago^ III, 

Deab Sib : We are in the packing house business, as you have perhaps heard,, 
and manufacture all kinds of meat supplies, among them Premium hams and 
bacon, than which there is no better. We are successful in selling many rail- 
roads more or less of their supplies of this class of goods, and we have quoted 
Mr. Harvey a great many times, but never got any business from him. If we 
treated the Santa Fe the same way Mr. Harvey treats us, on our shipments, 
the Santa Fe would not have any of our business. 

Our people are restless over this situation. We would like to supply the 
first class roads of the country, because we make first class goods ; and we don*t 
like to be in the position of not supplying the Santa Fe a fair share of our goods. 
I think you can realize the feeling of our people, and they can't understand 
why I can not get you to have Mr. Harvey give us a fair show at the ham and 
bacon business. 

It is up to you to help me out of the embarrassing situation in which I find 
myself. Please reply. 

Yours, respectfully. 

Swift & Company, 
Per A. R. Fay. 

ARF-B. 

It is evident from this letter that Swift & Co. was securing very little of the 
Harvey business and that the company was somewhat concerned about it The 
traffic manager of Swift & Co. says that he finds himself in an embarrassing 
position, and he appeals to the traffic manager of the Santa Fe to help him out 
of the situation. 

The Santa Fe was, of course, eager to do anything it could for Swift & Co., 
for the latter was a large shipper over the Santa Fe lines. Mr. Houghton 
wrote to Mr. Fay and suggested that the latter call on H. L. Benjamin, of the 
Harvey Co., the next time he was in Kansas City. He thought that both gen- 
tlemen were good traders, and that they could probably get together. Mr. Fay 
acted upon the suggestion and, in the absence of H. L. Benjamin, he had a talk 
with David Benjamin. The latter was apparently a good trader for the Harvey 
Co. rather than for Swift & Co., or the Santa Fe Railway, for it appears in the 
correspondence that, when he was told by Mr. Fay that all the eastern and 
western roads used their purchasing power with shippers to secure traffic, he 
replied that " this would not cut any figure with him." Mr. Fay relates hiB 
Interview with Mr. Benjamin in a letter written to Mr. Houghton, as follows : 

File 301-ARF. ^^ ^ ^^^^ 

March 3, 1915. 

Mr. F. B. Houghton, 

F. T. M., A, T, & iS*. F. Hy. System, Chicago, Ilia. 

Deab Sib : Thank you very much for your letter of introduction to Mr. H. L. 
Benjamin of the Harvey Company. Mr. Stearns, the head of our hotel and 
dining car supply department, and I were in Kansas City on Monday ; but Mr. 
H. L. Benjamin was under the weather and not available and we saw Mr. 
David Benjamin and presented your letter to him. 

We regretted to find that there was very little prospect of our being able to 
do any business with the Harvey people. I explained to Mr. Benjamin that it 
was the practice of all roads, East and West, to use their purchasing power 
with shippers to secure tniftic ; all of which, of course, is a perfectly legitimate 
and legal basis, and that Uie Santa Fe was at a disadvantage In this respect 
unless his concern gave some consideration to the shippers via the Santa Fe 
System. He emphatically told me that this would not cut any figure with him. 
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The most I could get him to do was to write to his man in Chicago to give us 
some consideration — I don't Icnow whether he did this or not I told him that 
I though It was only fair that at equal prices we should have the business part 
of the time. He didn't agree or disagree to this statement, except to say that 
one of our competitors would have the preference at equal prices on the smoked 
meat and lard, because that competitor furnished the fresh meat under the 
contract. 

The position that Mr. Benjamin takes I think is unfortunate both for the 
Santa Fe and for us. 

Yours, respectfully. 

Swift & Company, 
Per A. R. Fay. 
ARF-B 
CO— R. A. Stearns 

It Is apparent that Swift & Co. did not accomplish a great deal by its effort 
to secure the Harvey business through the Santa Fe. The letter just quoted 
was written in March, 1915. Swift & Co. did get the business for the following 
September, but only by bidding 1^ cents under the prevailing market price on 
bacon and 1 cent on ham. It is apparent from the correspondence that the 
Harvey Co. is operated separately from the Santa Fe Railway, and that the offi- 
cers of the Harvey Co. are not at air influenced by the volume of tonnage which 
a shipper may be able to offer to the Santa Fe. The correspondence is slgnifl- 
oant, however, in that it shows the willingness of the Santa Fe officials to co- 
operate with Swift & Co. in an effort to secure for them a portion of the Harvey 
business. It also shows that the shipper attempted to extend its influence over 
a railroad to a company, which though not actually affiliated with the carrier, 
was believed to be closely related to it. 

The Chairman, If you will pardon me^ gentlemen, it is now nearly 
1 o'clock, and I suppose Mr. Colver is tired. On next Monday the 
committee will have to consider some bills before them for action ; 
consequently it will not be necessary for Mr. Colver to come back 
Monday. But on Tuesday and Wednesday he can come. Then the 
rest of next week, not anticipating how long Mr. Colver's examina- 
tion would continue, I have agreed with some gentlemen to be heard 
who are coming here to attend another meeting on the 6th and 7th, and 
I do not know just how long they will require. So if you, Mr. Col- 
ver, do not get through on the 7th and 8th, I will have to let you go 
over until after those gentlemen are examined. 

Mr. Colver. I will make every effort to get through. 

The Chairman. Then the committee will adjourn, so far as this 
hearing is concerned, until Tuesday at 10.30 o'clock a. m. 

(Thereupon, at 12 o'clock p. m., the committee adjourned to meet 
in further hearing on this subject Tuesday, January 7, 1910, at 
10.30 o'clock a. m.) 

Committee on Interstate and Foreign Commerce, 

House op Representatives, 

Tuenday^ January 7, 1919, 

The committee met at 10.30 o'clock a. m., Ilon. Thetus W. Sims 
(chairman), presiding. 



STATEMENT OF UK. WILUAH B. COLVEB, CHAIBHAN FEDEBAL 

TBADE GOHMISSIOH— Besumed. 

The Chairman. Mr. Colver, you will proceed with your statement. 

Mr. Colver. Mr. Chairman and gentlemen, the committee asked 
me several days ago, and I am now ready to give, at least a partial 
list of the commodities which are being manufactured, or manufac- 
tured and sold, or sold by these packing companies, the list giving 
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perhaps the best general view we can bring to you of the scope of the 
operations of these five companies. The list as we ffive it is not nec- 
essarily a complete list. It is a very long list, and it has been taken 
from the price lists or catalogues of the various companies, Swift, 
Armour, Morris, Wilson, and Cudahy. 

LIST OF COMMODITIES MANUFACTURED OR SOLD. 

It will not be fair when we finish to count the items in the list as 
being the number, of items handled, for the reason that having been 
taken from their catalogues, or other sources, the same item is dupli- 
cated. For instance, acid phosphate will be catalogued under "A," 
Acid phosphate, and then again under " P," Phosphate, acid, so that 
I want to be entirely fair and state in reference to the number of 
things shown on this list that there are duplications of that sort; 
but, of course, they are easily revealed when you compare the list. 
You can understand that for the purpose of indexing there is that 
duplication, so that you can not count the list and then say that there 
are that many commodities. However, it will show a very large 
number of commodities. I am now going to read this list to you. 

The Chairman. This is a list of products manufactured oy the 
five packers you refer to? 

Mr. CoLVER. Manufactured and sold, or sold. In the case of many 
products or some products which they do not manufacture they 
wholesale them; that is, buy them from the manufacturer or pro- 
ducer and resell them, so that some are manufactured and sold and 
some are purchased and sold. 

The Chairman. Then they are jobbing merchants in so far as 
those articles are concerned? 

Mr. CoLVER. In respect to some of them they are jobbing merchants 
and in reference to others they are producers and direct distributors. 

Mr. WiNSLOW. Are the lists identical, or are they more or less 
different ? 

Mr. CoLVER. No ; the lists are not identical. They are substantially 
similar but not identical. 

Mr, WiKSLOw. Have you any statement showing how many each 
one carries? 

Mr. CoLVER. I have not that separated. 

Mr. WiNSLOw. Or how many are carried in common ? 

Mr. CoLVER. No ; but that could be done. 

(Additional material on this point was furnished by Mr. Colver. 
See p. 145.) 

Mr. Sweet. Does the statement show what percentage of the 
wholesale grocery business is done by the five packers as compared 
with the wnole grocery business? 

Mr. CoLVER. No ; this statement does not attempt to show that. As 
I said the other day, the questionnaire that was sent out to the whole- 
sale grocers brought in a mass of opinion, expert opinion, from the 
wholesale grocery people, and the estimates they make vary all the 
way from 10 to 50 per cent. I think 50 per cent is very high, and, of 
course, that percentage varies to a great extent in different localities 
in the countrjr. I presume it would T)e an absolutely impossible thing, 
or relatively impossible ; of course, we could find out if you directed 
us to, and we took the time and labor to do it — ^that is, fi^d out what 
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the gross business of the wholesale concerns are in the country, and 
the amount of these products which used to go through the wholesale 

S'ocers, and that would give^ us a proportion, and then, of course, 
ere would come in the question of mcrease in business which would 
a^in not proportion out, because we would not know what part of 
that these wholesale grocers would have got. I think it would be a 
rather dangerous thin^ to try to get a figure like that. 

Mr. Sweet. I was just wondering whether you had covered that 
field or not. 

Mr. CioLVER. The attempt was made, as I said the other day, in 
the way of a questionnaire to get the expert judgment of the trade 
itself, or the industry itself, and there each one spoke of his own 
locality, and it is difficult to know the volume of business relation 
between one witness and another witness, or one filler-out of a ques- 
tionnaire and another; when we come to volume of business and 
localities, it is difficult to arrive at a single figure, which is what you 
just asked for ; it would not be possible. 

The Chairman. Well, proce^ with your statement. 

Mr. CoLVER. This is a list of the products or commodities com- 
monly dealt in or held out in price lists as bein^ regularly dealt in 
by these concerns which we speak of as meat-packing concerns: 



Acid phosphate. 

Albumen. 

Alfalfa meal. 

Alundum cloth. 

Ammonia. 

Anhydrous ammonia. 

Animal food. 

Animal oils and stearlnes. 

Apple butter. 

Apple cider. 

Apricots. 

Aqua 'ammonia. 

Artificial ice. 

Ash ton salt sax. 

Asparagus. 

Babbitt (used by railroads in axle 

boxes). 
Backbone. ^ 

Bacon. 
Raked beans. 
Bar iron. 
Barrels. 
Barreled beef. 
Barreled pork. 
Bath powder. 
Rath salts. 
Beans. 

Beans, no pork. 

Bearings for raUroad cars, etc. 
Beef and vegetable rations. 
Beef bungs. 
Beef casings. 
Beef cuts. 
Beef extracts. 
Beet, iron and wine. 
Beef loaf. 
Beef offal. 



Beef sides. 

Beefsteak and onions. 
Beef sweetbread. 
Beef suet. 
Beef weasnnds. 
Beets. 
Belting. 

Benzoinated lard. 
Big Rapid beans. 
Binding and twine. 
Blackberries (cases). 
Bladders. 
Blood meal. 
Blood pudding. 
Blood sausage. 
Boiled ham. 
Boiled beef. 
Boiled kidneys. 
Boiled pork loins. 
Boiled sausage. 
Boiled shoulders. 
Br)logna sausage. 
Bolted meal. 
Bone meal. 
Bone oil. 
Bone products. 
Boned chicken. 
Boned turkey. 
Boneless boiled hams. 
Boneless pige' feet. 
Bouillon. 
Bouillon cubes. 
Blood. 
Boxes. 
Brains. 

Brass castiners for recoil mechanism 
in heavy ordnance. 



Mr, EscH. Most of those things have relation more or less to 
meat products, but there were some that went into iron and steel, for 
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instance, Babbitt metal and things of that kind. Do all the five 
packers engage in that line, or is there only one packer who has one 
plant? 

Mr. CoLVER. At least two are in this car-equipment stuff. Swift and 
Armour, and employees of some of the other companies are in car- 
equipment companies. 

Mr. EscH. That is due to the fact — ^I think Swift & Co. make their 
own cars? 

Mr. CoLVER. Yes. 

Mr. EscH. And therefore, of course, they would be in that line 
which would require the use of these metals. I understand they make 
an average, perhaps, of four cars a day. 

Mr. CJoLVER. Yes. 

Mr. EscH. Which would make quite an industry in itself, but it 
would not be an industry, therefore, that would seek to encroach 
upon a general industry, but it would be one that was merely for its 
own special purpose of making its own equipment. 

The Chairman. But would they put it on the general market when 
they were making it for their own use ? 

Mr. CoEVER. But we were mentioning here things which were parts 
of cars and used in the operation of cars which they sell to other car 
owners and operators. 

Mr. Escu. Outside of equipment that would be specially adapted 
for beef and refrigerator cars? 

Mr. CoLVER. Yes. 

Mr. WiNSLOw. In competition with the regular car builders? 

Mr. CoLVER. Yes ; in competition with railroad supply houses. 

Mr. WiNSLOW. On what oasis do they probably make their sales? 

Mr. CoLVER. On what basis? 

Mr. WiNSiiOW. I mean, if they are in competition, one would infer 
that they were able to sell them cheaper. 

Mr. CoLVER. Perhaps we can come to the basis on which some of 
these sales are made in a moment, if you care to go on with this. 

The Chairman. What was the last item you referred to on that 
list? 

Mr. CoLVER. Brass castings for recoil mechanism in heavy ord- 
nance. 

The Chairman. Do any of these meat packers who are industrially 
engaged in the production of meat need any of this finding? 

Mr. CoLVER. Yes. 

The Chairman. For heavy ordnance, heavy guns? 

Mr. CoLVER. Heavy ordnance; I do not know how heavy. It is 
the inclusive word " heavy " ordnance. 

Mr. Parker of New Jersey. Which one of the packers is that ? 

Mr. CoLVER. That is the Chicago Bearing Metal Co., in which 
Edward Swift ■ 

Mr. Parker of New Jersey (interposing). That was since the war? 

Mr. CoLVER. Yes ; the gun springs. 

Mr. Parker of New Jersey. Has not the Government asked that 
all factories that could make ordnance turn in and do that? 

Mr. CoLVER. Yes ; and we are simply telling you what they do. 

Mr. Parker of New Jersey. I understand ; but they did it to help 
the Government at their particlar request ? 
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Mr. CoiiVEB. I do not know that they were requested. I do not 
know about that. 

Mr. Hamilton. I suppose the Government bought the ordnance, 
did it not, Mr. Colver i It was made for the Government, was it 
not? 

Mr. CoLVER. This particular item; ves. 

Mr. Hamilton. I should imagine they would not go into the busi- 
ness of making cannon for private concerns. 

Mr. Colver. Oh, no; here was a concern owned by one of the pack- 
ing interests which was 

Mr. Hamilton (interposing). Which went into the making of 
ordnance? 

Mr. CoLVER. No; which was making the brasses for journal boxes, 
and being in the business of making brasses for journal boxes which 
they used on their own cars, of course, but which they also sold to 
other people who used journal boxes, and, therefore, were in the 
journal box business 

Mr. Hamilton. Yes; I understand thUt, but I understood you to 
state they were making cannon, in response to a question put to you 
by Mr. Sims. 

The Chairman. Oh, no; that they were making this mechanism 
for use in our guns. 

Mr. CoLVER. No ; he said for use in our guns. 

Mr. Hamilton. It was something then in connection with the can- 
non? 

Mr. CoL\*ER. Yes. 

Mr. Hamilton. I think the chairman put the (Question very ac- 
curately, but the defect was in myself. I did not quite understand it 

The Chairman. I may have put it in such a way that I did not 
mean what I intended it to mean. I aimed to confine it to what they 
were making. Were they making these journal boxes for heavy 
guns, say, 16-inch guns ? 

Mr. doLi-ER. Well, Mr. Chairman, this is the fact, having^ a fac- 
tory, having the equipment to make, among other things, journal 
boxes, that equipment could be used for making springs for heavy 
ordnance, and was so used. I hope it is quite clear that in reading 
this list the list is not read, Judge Parker, in a critici^l sense. We 
have told you they are in many fields, and now we are trying to 
tell you the fields. We are not criticizing it. We are just telling 

vou. . 

The CHAIR3IAN. And the making of them for heavy guns might 
be exceptional on ftccount of the demand existing at the time. they 
were made? 

Mr. CoLVER. Undoubtedly. 

Mr. Parker of New Jersey. Do vou mean to say you do not 
criticize their going into other fields? 

Mr. Colver. No ; I do not say that. I say this list 

Mr. Parker of New Jersey (interposing). You said something of 
the sort. You said you did not criticize their going into these fields, 
anvhow. 

Mr. CoLVER. No ; I said this list was not being read critically now. 

The Chairman. You are reading what appears in their own cat a* 
logues, as I understand it. You may proooed, Mr. Colver. 
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Mr. CoLVER. We are just trying .to show you that when we are 
talking of five packers, we are talking of five big concerns which 
are much more than packers, which reach out into many other 
fields. We are showing you the fields. We will show you how they 
get into those fields, and whether or not it is good for those fields to 
have that sort of competition projected into them with the impulse 
that is behind this sort of competition in these few fields. 

The Chairman. Well, proceed and read the list, Mr. Colver. 

Mr. CoLVER. And if in order to read the list completely I have to 
mention heavy ordnance, I only do it because it is on the list, not 
because I have any objection to the packer making a spring lor a 
gun. 

Mr. Hamilton. Have you a duplicate of that list with you? 

Mr. CoL\"ER. No, sir ; I am sorry I have not. 

The Chairman. It will be printed in the hearings. 

Mr. Hamilton. I understand that, but I want to refer to it now. 

Mr. CoLVER. I will be glad to hand it to you in a moment. 

Mr. Win SLOW. In making 'those springs, do they do that regularly? 

Mr. Colver. Oh, no, sir. 

Mr. WiNSLOw. Or only at the request of the Government in war 
times? 

Mr. Colver. It is not the spring, it is. the brass casting for the 
spring. 

Mr. WiNSLOw. Is that something they do regularly ? 

Mr. Colver. They make the brass castings for journal boxes regu- 
larly ; yes ; and use them themselvels, and also sell them. 

Mr. WiNSLOW. Well, about these springs for ordnance, is that 
something they do regularly? 

Mr. Colver. No ; it is the brass casting for the spring. 

Mr. WiNSLOw. Do they make them regularly, or do they just make 
some for the purposes oi the war? 

Mr. Colver. They made these for the purposes of the war, but 
they make the brass castings 

Mr. WiNSLOw (interposing). Then, why have they not done the 
country a good service in respect of that production? 

Mr. Colver. I suppose they have. 

Mr. WiNSLOw. It is lucky, then, they had the facilities for making 
such an article. 

Mr. Colver. Yes ; lucky, except on the assumption that the brass- 
casting industry which makes brass castings for railroad journal 
boxes would have been able to supply the journal-box trade, and if 
they had, they would have been able to make these spring. 

Mr. WiNSLOW. Yes ; if they had. I do not mean to criticize your 
lack of knowledge of the brass industry ; but, as a matter of fact, that 
industry has been behind the demand in this country for at least four 
years, so it has been ?ilmost impossible for any outside concern to get 
the material from which to make brass work of any kind, ana it 
would seem to me that we ought to be very happy to think that this 
concern was able to turn to and aid such an industry. 

Mr. Cooper. Mr. Winslow, may I ask you a question? 

Mr. WiNSLOW. I would be delighted. 

Mr. Cooper. Is it not a fact that there were hundreds of manufac- 
turing industries appealed to in this country during the time of war 
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to manufacture and produce thin^ under the necessity of the war 
which they had never made before? 

Mr. WiNSLOw. Absolutely; and it was a godsend whenever they 
found one who could so adapt itself. 

The Chairman. Now, Mr. Colver, proceed with the list 

Mr. CJqlver (reading) : 

Bratwurst sausage. 
Brawn. 

Brewers' flakes. 
Brewers' grits. 
Brewers' meal. 
Brick. 

Brisket beef. 
Bristle. 
Brown grease. 

When we come back to this bumping posts for railroads, we will 
answer your question, Mr. Winslow, about how some of the sales are 
made. 



Buckwlieat 

Bulk herring. 

Builders' hardware. 

Builders' materials. 

Bulk mackerel. 

Bumping posts for raiiroad& 

Butter. 

Butterine. 



Calf heads and feet. 

Calf hides. 

Calf livers. 

Calf meal. 

Calf sweetbreads. 

Calfskins. 

Calves' hearts. 

Canned apricots. 

Canned asparagus. 

Canned bacon. 

Canned com. 

Canned evaporated milk. 

Canned fish. 

Canned fruits. 

Canned hominy. 

Canned meats of various kinds. 

Canned milk. 

Canned mixed meats. 

Canned mixed meats and vegetables. 

Canned mutton. 

Canned okra. 

Canned oysters. 



Canned peaches. 
Canned peas. 
Canned pineapples. 
Canned preserves, jellies, and Jams. 
Canned pork. 
Canned pork loaf. 
Canned pork sausage. 
Canned salmon. 
Canned sardines. 
Canned sauer kraut 
Canned shrimp. 
Canned sweet potatoes. 
Canned tomatoes. 
Canned tuna fish. 
Canned vegetables. 
Cc^ns and containers. 
Car repair parts. 
Casings (beef and hogs). 
Casks. 

Castings and appliances for use in 
manufacturing refrigerator cars. 



Not only for their own use, Mr. Esch, but to sell. 



Castings for railroad use. 

Catgut ligatures. 

Catsup. 

Cattle-tail switches. 

Cauls. 

Celery bouillon. 

Cement, lime, plaster. 

Cereal& 

Cheese. 

Cherries (cases). 

Cherry Juice (cases). 

Chick feed. 

Chicken loaf. 

Chicken tamales. 

Chile con came. 

Chile sauce. 

Chitterlings. 

CHioice dripping. 

Chop feed. 

(^orizas. 

Chrystolon cloth. 



Chymogen. 

Chymol. 

Cinnamon. 

City sausage. 

Cleanser. 

Cleanser powder. 

Cleansing compound. 

Clipped white oats. 

Cloves. 

Coal. 

Coca-Cola. 

CJocoa. 

Coconuts. 

Coffee. 

0)ke. 

Cold cream. 

0)ld-pack cherries. 

Cold-pack peaches. 

Cold-pack raspberries. 

CJolors. 

Combs. 
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Commercial fertilizers of yarions 

brands. 
Complexion powder. 
Compound lard. 
Concentrated tankage. 
Condensed milk. 
Condiments. 
Consomme soup. 
Cooked meats. 
Cooked pressed beef. 
Cooked sausages. 
Cooking oil. 
Cooperage. 
Corn grits. 
Corn meal. 

Corn and oats, half and half. 
Corned beef. 
Corned-beef hash. 
Corned-beef ster. 
Corned pork. 
Corned-pork ster. 
Corpus luteum. 
Cotosuet. 
Cottonseed meal. 
Cottonseed oil. 
Cowhide. 
Cream. 

Cr^me de mentlie. 
Creamery feed. 
Cremol. 
Cracked corn. 
Crude cotton oil. 
Crude glycerin. 
Crushed cherries. 
Crushed currant. 
Crushed figs. 
Crushed gooseberry. 
Crushed nut frapp6. 
Crushed orange. 
Crushed peaches. 
Crushed pineapple. 
Crushed pineapple preserves. 
Crushed strawberries. 
Crushed white oats. 
Cured beef. 
Cured herring. 
Cuban sausage. 
Cured beef tongues. 
Cured pork. 
Curled hair. 
Cut soles. 

Cutlery, steel lengths. 
Dairy feed. 
Deviled meats. 
Digested tankage. 
Distilled fats. 
Doors and windows. 
Dressed beef. 
Dressed beef cuts. 
Dressed lamb. 
Dressed pigs. 
Dressed veal. 
Dressed veal cuts. 
Dried apples. 
Dried beans. 
Dried beef. 
Dried blood. 



Dried brewers' grains. 

Dried fruits. 

Dried peaches. 

Dried peas. 

Dried prunes. 

Dried raisins. 

Dried sausages. 

Dry kelp. 

Dry ribs. 

Dry salt meats. 

Dry salt pork. 

Dry sausage. 

Ducks. 

Eggs. 

Egg albumen. 

Elixir enzymes. 

Elixir of lactated tablets. 

Emery cloth. 

Emery paper. 

Essence of pancreatin. 

Essence of pepsin. 

Evaporated fruits. 

Evaporated milk. 

Extract of red bone marrow. 

Face creams. 

Face powders. 

Fancy meat. 

Fatty acids and soap greace. 

Feed barley. 

Feed meal. 

Feed wheat (fancy). 

Fence posts and wire fences. 

Fertilizers. 

Findings. 

Fish. 

Flint paper. 

Flour. 

Fluid beef extract. 

Foot powder. 

Fountain cocoa. 

Frankfurt style sausage. 

Fresh and smoked sausage. 

Fresh beef tongues. 

Fresh fruits. 

Fresh pigs' feet. 

Fresh pork. 

Fresh sausage. 

Fresh tripe. 

Fresh vegetables. 

Frozen beef. 

Frozen eggs. 

Frozen lamb. 

Frozen ' mutton. 

Frozen pork. 

Frozen veal. 

Fruits. 

Fuller's earth. 

Gallstones. 

Garlic. 

Garnet paper. 

Gelatine. 

Georgia hash. 

German salami. 

Ginger. 

Grain. 

Granulated meal. 

Grape Juice. 
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Crease. 

<lreaFte stearine. 

Orea^ wool. 

Ginger ale. 

(rlue of many gradea 

Gluten feed. 

Glycerine. 

Glycerole of pancreatin. 

Glyeerole of p^)sin, 10 per c^it. 

Glycerole of rennet 

Goldbeaters skin. 

Green pineapple simp. 

Grits. 

Ground bones. 

<v round white oats. 

Gut strings. 

Hair. 

Ham. 

Ham bags. 

Ham loaf. 

Hamburger steak. 

Hardened oils. 

Harness leather. 

Heavy paper. 

Hides. 

Hog bristles. 

Hog casings. 

Hog hair. 

Ho;? livers. 

Hog offal. 

Hog serum. 

Hominy. 

Hominy feed. 

Hoofs. 

Hoof products. 

Horns. 

Horn products. 

Horse feed. 

Horseradish. 

Hot tamales. 

Ice. 

Imitation mamsdiino. 

Imported cherries. 

Insoluble powdered pepsin. 

Intermediate scratching grains. 

Irish stew. 

Italian hams. 

Jam& 

Japanned leather. 

JeUies. 

JowlSw 

Kafir-corn mOo. 



Kit& 

Knife hanrtlWL 

Kraut. 

Labels. 

laboratory products. 

I^ctated pepsin tablete. 



Lard. 

Ijird compounds and %a\mtituUa^ 

I^rd oIL 

lAth. 

I^ondiy cUps^ 

laundry sospa. 
Ikying 



Leather. 

Lecithal. 

Lemon extract 

Liquid olive soap. 

Liquid shampoo soap. 

Liver and bacon. 

Liver pudding. 

Liver sausage. 

Loins. 

Lubricating oil. 

Lumber. 

Lunch tongue. 

Lunch tongue, ster. 

Luncheon beans. 

Luncheon beef. 

Luncheon meat 

Luncheon sausage; 

Lungs. 

Machinery. 

Malt sprouts. 

Manufacturing bones. 

Hamhmallow topping. 

Menl. 

Meat hooks. 

Meat scraps. 

Mechanical supplies. 

Melts. 

Mexican sausage. 

Molasses. 

Milk. 

Mince meat 

Mixed meats. 

Mock turtle flO«ip. 

Musical strings. 

Mustard. 

Mustard seed. 

Mutton. 

Mutton suet 

Nitrate of soda. 

Nutrient wine of beef 

Neats-foot oil. 

Neutral. 

Neutral lard. 

OffaL 

OIL 

Old-proceHs oil mlH. 

Oleo. 

Oleo grease. 

fHeo oil. 

r>Ieo stearine. 

^Meo tallow. 

Oleomargarine. 

^Illvej!. 

ffnns^e extract 

r>range wood. 

Ovol (purified tnuWm talU^w). 

ffx lips. 

ffx marrow. 

^tX'tall soup. 

^m t/m^nies. 

4^>xyiP^n gas. 

ify^^ff ^-r^rktail saooe, 

Fa^'kinsTbr/fixe machinery. 

I'siMrreatin. 
I'arKTeatin and soda. 
Pancredtin F. g. P. 
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Paper-box board. 

Paper containers. 

Peaches (cases). 

Peanut butter. 

Peanuts. 

Peperoni. 

Paper. 

Pepsin. 

Pepsin tablets. 

Peptonum siccum. 

Pharmaceutical products. 

Phosphate rock. 

Pickled ears. 

Pickled hocks, etc. 

Pickled meats. 

Pickled pigs' feet 

Pickled sausage trimmings. 

Pickled slats. 

Pickled snouts. 

Pickled tongue. 

Pickled tripe. 

Pickles. 

Pigeon feed. 

Pigskin. 

Pig snouts. 

Pig tails. 

Pitting and fruit-handling machinery. 

Polish kolbassy. 

Pork and beans. 

Pork and beans with tomato sauce. 

Pork chittelings. 

Potash. 

Potted and deviled chicken. 

Potted and deviled ham. 

Potted boef. 

Potted meats. 

Potted tongue. 

Potted turkey. 

Poultry. 

Poultry bone. 

Poultry mast. 

Powdered milk. 

Preserves and condiments. 

Prime steam lard. 

Produce. 

Provisions. 

Pumpkin. 

Putty containers. 

Raspberry (black) and pulp (cases). 

Raw milk. 

Red Dog flour. 

Refined cottonseed oil. 

Refined glycerine. 

Refined greases and oils. 

Refined lard of various brands. 

Refined oils. 

Relishes. 

Renin. 

Rennet. 

Rennet powder. 

Renovated butter. 

Rice. 

Roast-beef hash. 

Roast fowl. 

Roast mutton. 

TSoastor fries. 



Rolled oats. 

Roofing. 

Rof»t beer. 

Roors and herbs. 

Saccharated pepsin. 

Sachet lit pomande. 

Salad oil. 

Salmon. 

Salt. 

Salt niiickerel. 

Salt ribs. 

Sand and gravel. 

Sandpaper. 

Sardines. 

Sauce. 

Sauerkraut and Virginia sausage. 

Sausage in oil. 

Sausage containers. 

Sausage meat. 

Sausage-meat ster. 

Scrapple. 

Scratching grains. 

Sea foods. 

Shaving powder. 

Shaving soap. 

Sheep. 

Sheep casings. 

Sheep pelts. 

Sheep plucks. 

Sheepskins. 

Shingles. 

Sinews. 

Sliced bacon. 

Sliced beef. 

Sliced ham. 

Smelling salts. 

Smoked beef. ' 

Smoked beef tongue. 

Smoked hams. 

Smoked pork products. 

Smoked ribs. 

Smoked sausage. 

Snuff containers. 

Soaps. 

Soda ash. 

Soda-fountain supplies. 

Sole and upper leather. 

Solid ox tails. 

Soluble beef. 

Soluble colors. 

Souse. 

Souse with tongue. 

Soup and bouillon. 

Spaghetti. 

Spaghetti, meat, and chlH 

Spanico chili. 

Standard middlings. 

Standard spring bran. 

Steam-cooked feed. 

Stearine. 

Stewed kidneys. 

Stock food. 

Stopper coverings. 

Structural steel. 

Suet. 

Sulphuric acid. 
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Vanilla extract 

Veal and ham loaf. 

Veal loaf. 

Vegetables. 

Vegetable shortening. 

Vegetable soup. 

Vegetable stearine. 

Vegetole. 

Vienna sausage. 

Vin Viz. 

Vigoral. 

Vinegar pickled goods. 

Violin strings. 

Virginia sausage. 

Walnuts. 

Washing powder. 

Washlhg soda. 

Waste. 

Wheat flour. 

Whips (flavoring emulsions). 

White or yellow grease. 

White com flour. 

White cream meal. 

White feed wheat (fancy). 

White granulated meal. 

White hominy (samp). 

White natural oats. 

White pearl meal. 

White table grits. 

Witch hazel and almond cream. 

Wool. 

Wool, pulled find scoured. 

Yellow corn, kiln-dried. 



Sulze. 

Summer sausage. 

Suprarenalin. 

Surgical ligature. 

Sweet-pickled meat. 

Sweet-pickled pork. 

Sweet-pickled shoulders. 

Sirups. 

Tablets — ^tubes. 

Talcum powder. 

Tallow. 

Tallow oil. 

Tanks used in refineries. 

Tanks used in refrigerator cars. 

Tankage. 

Tanned calfskin leather. 

Tanned hogskin leather. 

Tanned pigskin leather. 

Tanned sheepskin leather. 

Tanning extract. 

Target of scratching grain. 

Thyroid po<wder. 

Tlla 

Tins. 

Toilet articles. 

Toilet soaps. 

Toilet waters. 

Tomatoes. 

Tomato ketchup. 

Tomato products. 

Tooth paste. 

Tripe. 

T«h8. 

Tui^eys. 

Mr. EscH. You have read that list to show the extent of the in- 
dustry? 

Mr. CoLVER. Yes. 

Mr. EscH. I think when you read " ice, combs, complexion powders, 
and commercial fertilizer" you indicate the spread sufficiently in 
three items. 

Mr. CoiiVER. Yes. However, some of those are by-products, but it 
does not appear so much that the by-product element is in such things 
as barrels and boxes and paper containers and bumping posts and 
castings for cars, and that sort of thing. They get further afield. 

Mr. EscH. You were to speak about bumping posts, you said. 

Mr. DoREMua. '\\Tiose list was that which you just read? 

Mr. CJoLVER. It was a sort of consolidated list, Mr. Doremus. We 
have taken the five catalogues and other sources and consolidated them 
in order not to have to read five different catalogues and price lists. 

Mr. Doremus. Are we to understand that some of these packers 
sell all of the articles that you have enumerated ? 

Mr. CoLVER. Yes ; substantially all. One or two of those things you 
noticed were trade names, like " Virifizz " — ^that mav be a trade name 
for one of the concerns. But at least the larger of t'he five deal in the 
entire list or most of the items. 

Mr. Hamilton. Before you pass, if Mr. Esch has no objection, to 
the subject of these bumping posts, in order to get this business classi- 
fied, can you tell — outside now of the packing industry proper — just 
the lines of industrv in unrelated or related commodities that, for in- 
stanoei Armour & Co. are engaged in ? 
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Mr. CoLVER. Swift is the largest in operation. 

Mr. Hamilton. Well, take Swift then, and state where, if you can, 
their principal factories are located, if they are engaged in the manu- 
facture of these commodities. In other words, state so that we can 
get the thing classified and find out the scope of their business. 

Mr. CoLVER. In answering that question, Mr. Hamilton, it will have 
to be answered by me on my judgment as the thing appears to me, 
and I would be very glad to try to give you the picture in my mind of 
how this ramification occurred. 

Mr. Hamilton. I am trying to get first, if possible, the points of 
production for the purpose of avoiding confusion. 

Mr. CoLVER. Yes ; I think I have the point that you want. You ask 
me to take one company ? 

Mr. Hamilton. Yes; first. 

STEPS OF PACKER DEVELOPMENT INTO UNRELATED INDUSTRIES. 

Mr. CoLVER. A company engaged in the business of packing meat 
buys live animals and converts them — the live animal is the unit, not 
the meat we eat — a concern engaged in the meat-packing business buys 
a live animal. In that live animal nature has assembled a whole lot 
of things, among other things meat. The packer takes this live ani- 
mal and disassembles what we have commonly called the meat prod- 
uct, the purpose, the end ; and we have said before that everything 
else is a by-product. That is not a very exact statement, because, in 
the purchase of the live animal the value and the going value of many 
other of the things that are assembled in that live animal are taken 
into consideration in the market price. The hide is an important item 
in that thing — but not to be diverted there. 

A packer of meat then takes the live animal and disassembles it 
into — accepting the common understanding of the term — ^the main 
product, and into a large variety of by-products. That is the packing 
business perhaps in its simplest form. 

You asKcd me to show how the growth from there goes on, and I am 
going to try to show that to you. 

Mr. Hamilton. Pardon me just for a moment. We have, then, the 
packing industry doing business, as you might say, strictly within the 
lines of the commodity which it is handling, live animals and their 
products ? 

Mr. CoLVER. Yes. 

Mr. Hamilton. Now, we will take a related or unrelated product, 
for illustration. 

Mr. CoiiVER. You asked me how this operation, which I have stated 
in its simplest terms, begins to ramify and enlarge? 

Mr. Hamilton. Yes. 

Mr. CoLVER. It is in this way : First, as to the various by-products, 
perhaps when the business is in its simplest terms, as we have just 
spoken, it involves the sale of all the things except the meat — ^their sale 
or Avaste — and much is said about the recovery of the by-products, and 
all that sort of thing, all of which we take into consideration here. 

Mr. Hamilton. And you approve of that? 

Mr. CoLVER. Oh, yes ; unqualifiedly. 

Mr. Hamilton. Now, take unrelated industries. 

Mr. CoL\"ER. First, now, we take the by-product from the animal 
itself, and we find that the first and principal one in value is the Mde. 
Leaving the industry in its simplest terms, instead of selling the hide 
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as it is taken from the animal, there is created a hide department, 
and this hide freshly taken from the animal is transferred to the hide 
department, and integrated in it 

Mr. Hamilton. Pardon me, Mr. Colver, right there : Would it not 
seem to you to be entirely a proper commercial practice for the pack- 
ers, inasmuch as they are producing hides in the handling of the live 
animals to tan these hides and put them on the market rather than to 
let an intermediate party profit by the handling of the hides ? I want 
to get at the objectionaole features of this as we go along, if we caii. 
How does that impress you ? 

The Chairman. He commenced with hides, 

Mr. Hamilton. He is right at that. 

Mr. Colver. No ; I am quite a ways from the leather. Having 
transferred the hide to the tanning department, the hide freshly 
taken from the animal in the hide departaient this hide gets its first 
curing, its salting, so that it can be preserved for quite a long time : 
and tl^n it is parsed on to another process entirely separatefwhicl^ 
will be the tanning industry, and then from the tanning industry it 
goes to the makers of shoes, harness, and manufactured leather 
articles. 

Mr. Hamilton. Where would you draw the lines, at the end of the 
tanning process? 

Mr. Colver. I would not draw any line. 

Mr. Hamilton. But, for the purpose of your bill, you are drawing 
the line somewhere — ^that is, you are drawing a line between the un- 
related products and the main business of packing; you are saying, as 
I understand you, that the packers and the other industries, by inrer- 
ence, should be controlled in their handling of unrelated products 
and of certain related products. 

Mr. Colver. Yes. 

' Mr. Hamilton. And now, for instance, we have advanced to the 
hide proposition. Just where can you draw a line? 

Mr. Colver. If you will pardon me, I do not think we have ad- 
vanced quite far enough to begin to go back and say where the line 
shall be drawn. 

Mr. Hamilton. It seems to me, in order to avoid confusion, that. 
we can take for illustration, as we go along, certain products, and it 
seems to me there is a very clear illustration as to just where you, in 
your reasoning on this subject, would draw the line between the 
original commodity — ^the live animal — ^and a product of the live 
animal, and say that the packer must not handle that commodity or 
that product. 

Mr. Colver. I think that as to the component parts of that live 
animal that they have bought and disassembled that there is no line 
to be drawn. I think it is quite all right to go on with the proviso 
that they, draw the line for themselves in any of these secondary 
processes, where they bring in unfair competition against others in 
that secondary process ; that is all. 

Mr. Hamilton. Then you would make the auestion of unfair 
competition the criterion, not the commodity handled ? 

Mr. CoLVBH. As to those direct and by-products, I should say yes, 
perhaps. 

Mr. Hamilton. So that you would not draw any line as to the 
direct by-products or secondary products, so far as the handling of 
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them is concerned by the packers, except as it involves unfair com- 
petition. 

Mr. CoLVER, I think this would be very much more clear if we 
did not stop with the microscope — ^I am not criticizing; I am just 
giving my judgment, Mr. Hamilton — ^if we did not stop now to drive 
stakes and draw our lines until we had more of a view of the whole 
thing. 

You asked me the lines or the theory of the progress that was made 
in the ramifications? 

Mr. Hamilton. Yes. 

Mr. CoLVER. So, let us get that in our minds, and then we will go 
back and see where we will draw the line. 

Mr. Hamilton. Go ahead in the way that seems best to you. I 
am in good faith seeking information; I want to know just where 
you, in your consideration of this very important question, draw 
the line. 

Mr. CoLVER. And I should not be here if I were not in good faith 
with you. 

The Chairman. Let us proceed. 

Mr. Hamilton. We are trying to proceed ; we are trying to get at 
the preijiises. 

Mr. CoLVER. We have got this animal and we have dissembled it, 
and now comes the working up of the by-products, and two courses 
are open with respect to by-products : One, an integrating or work- 
ing up of the by-products, the fabrication of the by-products into 
the finished products by the packer, or to sell those by-products to a 
second person who shall fabricate them and sell them. 

The working up of the by-products directly does not seem to be a 
place to draw any line or to object toj it seems to be a good thing, 
if it can be done without hurt and fairly to the industry of which 
it is a part, as distinguished from the meat-packing industry itself, 
and no objection is made to that. 

Mr. Hamilton. We are making steps now. 

Mr. CoLVER. I want to leave the by-products there just a mo- 
ment, in order to show you two great lines of progression into unre- 
. lated things, and then we will come back to the by-products, because 
that is the b^ order, I am sure, to make it clear, if you will let me 
do that. 

Mr. Hamilton. I think you have covered the by-products proposi- 
tion entirely. 

Mr. CoLVER. No; that is just a door that opens to a big field. 

Mr. Hamilton. Now, take the unrelated proposition. 

Mr. CoLVER. The unrelated things seem to come in in this order : 
First, if, as a meat packer, the meat packer as a meat packer, sells 
his products — the main product or by-product, but principally the 
by-product — ^to a second person who stands between him and the 
consumer, and if that product which he so sells for resale yields a 
second and substantial profit in the resale or remanufacture sale, 
the packer is tempted and does go into that business, that is to say, 
the tendency is to go into the business of his customers---to go into the 
business of his customers and become a competitor of his customers. 

Mr. Hamilton. But you are not discussing the unrelated industry 
now? 

Mr. Colvbr. No ; not yet. 
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Mr. Hamilton. I understood you were going to pass to that. 

Mr. CoLVER. I am going to get to that. Then, we find at the other 
end of his operation that those concerns from which he buys — and 
this is going to take in your unrelated things — ^if the thing that 
he is buying seems to yield a profit to the purveyor, he tends to go 
into the business of the industries of which he is a customer. 

Mr. Hamilton. You speak " of the things which he buys "? 

Mr. CoLVER. Yes. 

Mr. Hamilton. And did you make clear why he buys these things? 

Mr. CoLVER. I will. 

Mr. Hamilton. All right. 

Mr. CoLVER. And in this case he was forced into the ownership of 
the railroad cars because the railroads would not make them for 
him away back in 1880, when he got into the car-manufacturing 
business in that way, and it was all right, too. Having the cars, he 
buys the supplies which keep the cars up, the materials for the main- 
tenance and upkeep of those cars. That brings you to the journal 
boxes and the babbitt metal. 

Mr. Hamilton. Right there, do you draw a line at that point— you 
would not draw a line there, would you? 

Mr. CoLVER. I am trying to get it all out before we draw these 
lines. 

Mr. Hamilton. I am afraid we shall not draw the line before we 
get too far along, and that it will lead to confusion. 

Mr. CoLVER. We have either got to take a chance of not getting 
our lines drawn 

Mr. Hamilton (interposing). You stated you had no objection 
to the packers manufacturing the cars when they were compelled 
to do so? 

Mr. CoLVER. No, 

Mr. Hamilton. At what point in the evolution of the packers do 
you object to manufacturing cars? 

Mr. CoLVER. When they use the cars unfairly. 

Mr. Hamilton. There, again, comes the test^-the unfair use? 

Mr. CoLVER. Yes. 

Mr. Hamilton. I am trying to get the standard by which you 
measured these transactions. 

The Chairman. Are you not willing to let him go ahead and make 
a connected statement? 

Mr. Hamilton. Yes, sir. But I will say to you, Mr. Chairman, 
that I would stop asking these questions at once, only I am trying 
to get at the very logic of this very important thing. 

The Chairman. Mr. Colver is trying to get at it in an orderly 
way. 

Mr. Hamilton. Yes, Mr. Chairman, but, for instance, we start 
out on the hide proposition. Mr. Colver tells us that somewhere 
near there he thinks a line ought to be drawn. In other words, on 
this side of the line [illustratmg] the packers may continue to do 
business and on the other side of the line they may not continue to 
do business. Now, he says they have acquired cars, that they needed 
cars and that they had to make them. All right. He says he has 
no. objection to their manufacturing cars because they could not get 
th^m otherwise. I want to get the fine where he says they must stop 
manufacturing cars. 

10073&-19— FT 2 7 
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Mr. DoREMus. Mr. Hamilton, he says he is not ready to draw his 
line yet. 

Mr. Hamilton. Well, all right. I will stop right here and not 
ask any other questions and leave it to Mr. Colver to develop his 
idea. 

Mr. CoLVER. All right. And, besides, Mr. Hamilton, it is for this 
committee to draw lines ajid not for our commission. We are telling 
you what we have found. 

Mr. Hamilton. We are getting our information from you. 

Mr. Colver. Yes. And I am eager to give it to you, too, of 
course. 

Mr. Cooper. May I ask one question? Do you know what per- 
centage of the articles you named here are by-products of the packers' 
industry ? 

Mr. CoLVER. By percentages, no. 

Mr. Cooper. It seems to me that probably 85 or more per cent of 
the articles you named are by-products of this industry. What would 
you have the packers do with the by-products? 

Mr. Colver. Just what they are doing now. 

Mr. Cooper. You mentioned Coca-Cola? 

Mr. Col\tcr. Yes. 

Mr. Cooper. Are you sure that the meat packers manufacture Coca- 
Cola? 

Mr. Colver. I did not say so. 

Mr. Cooper. What did you say, that they sold it? 

Mr. Colver. I said they sold it. 

Mr. Cooper. I was mistaken then. 

Mr. Dew ALT. Mr. Cooper, will you ask the gentleman another 
question? Has he ascertained by his tabulated statement the pro- 
portion of these articles that any one of these concerns manufacture? 

Mr. Colver. Please add the word " sell." I do not want it to 
appear that we have said that they manufacture all these things. 
You mean. Have we determined the proportion of each of the articles 
to the total in the country that these people manufacture and sell? 

Mr. Dewalt. Yes, because, after all, that is the gist of competi- 
tion. If I make only one sewing machine, certainly I can not com- 
pete with the Singer Sewing Machine Manufacturing Co. The ques- 
tion arises in my mind as to whether or not these concerns which you 
mention manufacture or sell these different articles in any appre- 
ciable quantity in order to have competition. Have you ascertained 
that ? 

Mr. Colver. There are those things that are manufactured or sold 
in certain quantities that it amounts to a preeminent position in the 
market; otner things where the proportion is very small. There 
could be no single answer to such a broad question as that. 

Mr. Dewalt. You said, I suppose not only as an argumentative 
proposition but as a material fact in this case, that if they do neither 
sell nor manufacture to any appreciable quantity many of these 
articles that you have mentioned that there would oe no unfair com- 
petition; that is what you said? 

Mr. Colver. As to those articles? 

Mr. Dewalt. As to those articles; yes, sir. Therefore, I think 
you would also concede, as a matter of argumentative reasoning, 
that if there was no such manufacture to an appreciable quanti^, 
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or if there was no sale to an appreciable quantity, that there would 
be no unfair competition; that you would also concede, would you 
not? . 

Mr. CoLVER. Oh, yes. 

Mr. Dewalt. Therefore, I think you will again concede that it is 
necessary for this committee to know just what that state of facts is? 

Mr. CoLVER. Oh, yes. I have npt objected to the answer, but we 
can not give the percentage until we do give the proportion the things 
goto. 

Mr. Dewalt. Then, without that, the mere statement of these facts 
that you have given would amount to very little for the information 
of the committee. 

Mr. CoLVER. I should not think the committee would give it much 
weight. 

'Hie Chairman. I think we might as well have an understanding. 
This is a preliminary statement by Mr. Colver, and, of course, I 
assume the witness has a plan and sequence for presenting every- 
thing in relation to related and unrelated industries, and while I 
realize it is natural for us to a«k questions when it points directly to 
the thing under discussion, yet we will not get through with Mr. 
Colver in 30 days if we undertake such an examination now. 

Mr. Hamilton. Mr. Chairman, let me say a word to you there in 
that connection. It seems to me that every member of this com- 
mittee ought to know the process of reasoning by which Mr. Colver 
has reached his conclusions culminating in this bill. 

The Chairman. We do not have anything to do with those conclu- 
sions. We are not here to determine whether Mr. Colver's conclu- 
sions are right or wrong. We are here to determine what legislation 
is necessary, based upon the development of the pertinent facts. 

Mr. Hamilton. He starts out with the proposition that the packers 
ought to be permitted to do a certain kind of business. I do not 
know but what he is right, and 1 want to know his reasons. 

The Chahiman. He is giving facts on which his reasoning is based. 

Mr. Hamilton. But with all due deference to our chairman, for 
whom I have high personal regard, I was asking the witness by 
way of illustration to take up certain lines of industries and state 
where he draws the line. He has taken up an unrelated industry 
and a related industry for illustration, ana I have asked where he 
thinks the line ought to be. Out of that I have deduced his prin- 
ciples of reasoning, which is as far as I want him to go, and I have 
agreed to stop. But the point is, Mr. Chairman, that every man on 
this committee is anxious to get information. 

The Chairman. I do not assume that any member of the com- 
mittee is asking questions for the purpose of consuming time. But 
we want to get through with this preliminary statement of Mr. 
Colver so that we can examine him in detail. We were not sup- 
posing that his preliminary examination should go to such great 
length. There are other witnesses who arc to appear here on the 
9th, 10th, and on up to the 2r)th of January, and of course if Mr. 
Colver does not conclude his statement tomori'ow he will have to 
step aside for the^se other men who are coming here from a long 
distance, all because we are losing so much time by arguing witn 
the witness. 
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Mr. Hamilton. Mr. Chairman, I do not believe a greater question 
has been presented to Congress for many years. 

Mr. CoLVER. Mr. Hamilton, if you will forgive me^ the question 
which you asked me first is unanswered, and before it is answered 
your other questions do not seem to come in — ^I mean I can not 
answer them until I have answered your first one. 

TENDENCIES OF PACKER EXPANSION TOWARD CONTROL OF SUBSTITUTES FOR 

PACKING HOUSE PRODUCTS. 

The first question you asked me and which I will try to state as 
I remember it; my mind is trying to answer this thought: What 
have you found, generally speaking, as the line of progress or 
growth that the packing business makes into related and unrelated 
businesses? I am trying to show you that there are three or four — 
I think I can compress them into four classifications of lines of 
growth. Then when we have got that, do you not see we can examine 
each one of them and examine the wise and the right and the wrong 
of it ? So, I say that the tendency, first, is to enter those industries, 
enter that line of business of customers; second, to enter 
those lines of business from which the packers themselves, as 
meat packei^s, are large purchasers; that is to say, after buying a 
common commodity in large quantity, and naturally knowing that 
each purchase involves a profit to the man who sells it, they tend to 
go into that business and go one step back, and those things are 
not related in the sense that they are at all by-products of these 
live animals; they are unrelated in that sense. 

Third, the tendency is to go into businesses which compete with 
flesh foods, or even with the by-products of live animals — I will 
come back to that in just an instant — and, lastly, having developed 
as a by-product any article of conunerce, to group around that other 
things which go to a similar market. That sounds rather cryptic, 
but I think I can explain the last two — the first two seem to be 
visualized, that they tend to go into the business of the people who 
are to sell it, that they tend to go into the business of the people they 
buy from; those are not difficult to see nor difficult for me to ex- 
press. 

Thirdly, I said we will see about the tendency to go into competing 
businesses. Having found that cottonseed oil, we will say, furnishes 
a substitute for the animal fats, the tendency is to go into the cotton- 
seed-oil business. Having found that grains and breadstuffs are in 
competition with meat as a human food, the tendency is to go into 
that business. 

Mr. Hamilton. Pardon me for interposing? 

Mr. CoLVER. Yes. 

Mr. Hamilton. Do you say that cottonseed oil is so far unrelated 
that they ought not to be permitted to engage in its manufacture? 

Mr. CoLVER. Why — ^it is so far what? 

Mr. Hamilton. It is so far unrelated that they ought not to be per- 
mitted to engage in it ? 

Mr. CoLVER. Why, Mr. Hamilton, without expressing a judgment 
on the thing, I would suggest this to your mind: If there are two 
things, one produced from a vegetable source and one a product of 
animals, and they furnish two independent and separate sources of 
supply for a needed human food or other necessary use, and in that 
sense they are competing with each other — ^that is to say, you and I 
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have our election as to whether we will eat butter or butter substitute, 
whether we will use lard or lard substitute — and you ask me whether 
or not I think that that election should be taken away as to which we 
will buy and who we will buy from from by having both products 
under one hand and whether I do not see it is better to keep them 
separate! 

Mr. Hamilton. I was only asking for information, to get at your 
philosophy. I understand you now. 

Mr. CoLVER. For instance, let us take the case of lard and lard sub- 
stitutes. I think that you will agree that if lard substitute is in the 
hands and is offered for sale and manufactured by an interest that 
has no interest in lard, that the tendency of lard substitutes will be 
to crowd lard as to price, to crowd lard as to excellence, and offer to 
the public two instead of one commodity in competition as to price 
and quality, and that if they are united in one ownership that we 
will lose the benefit of the election that we have. 

So, then, we say that the tendency is to go into substitutes for the 
main or by-product of this live animal ; and I say that for a man to 
not only seek to dominate the industry he is in and that of his com- 
petitorjs, but to dominate or be very largely interested in another 
industry which itself competes with the one he just now has controlled 
is concentration twice concentrated ; that is all. 

And, lastly, the fourth thing I said was that the tendency is to 

Soup around a single thinff those things which go naturally with it. 
it us take an instance of that and we will see the development of it : 
The drug store goes into the soda-fountain business. As long as I 
can remember there has been a little soda fountain, which did not 
amount to much. But now the soda fountain comes to be a very im- 
portant part of the drug store — comes to be almost a restaurant. 
About the time that the soda-fountain business started to make its 
way — ^with the movies — ^into public appreciation, one of the by- 
products that was being recovered was beef extract — ^Jjouilion. So, 
besides selling the beef extract for domestic consumption and con- 
sumption in hotels and similarly, you can remember when the signs 
first came up at the soda fountains, **Beef extract," and there was 
the little hot-water heater and you could go in and get a bouillon 
cube or the liquid beef extract, and by adding to it a little hot water 
and celery salt vou would have a new, good drink — fine! The pro- 
gression 5from tliat little start has been — and if this seems a small 
thing, I give it not because, of its magnitude but because it is so easv 
to appreciate in this instance, and it is a typical thing, although 
relatively small, and yet the business of purveying to the soda foun- 
tains of "this countryis no longer a small business. Having gotten 
the introduction through the beef extract to the soda fountain, I said 
that the tendency was to group around that one thing other similar 
things, other things that go to the same trade. Assuming that the 
salesman is goin^: into the soda fountain to s<*ll a bottle of beef ex- 
tract oi: a box ot bouillon cubes, the tendency is to erive him enough 
additional things to make that business a more profitable business. 
Mr. Hamilton. Do you think he ought to be permitted to sell beef 

cubes? 

Mr. CoLVER. I am not talking atK>ut right or wrong; I am trying 
to chart how to do it. 
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Mr. Hamilton. That is a different proposition. 

Mr. CoLVER. And very soon we fina connected with the selling of 
this beef extract the " whips," as they are called. The whips are the 
flavoring extracts which are used at the soda fountains — ^the vanilla, 
the chocolate, the j)ineapple, and all of the rest of the fruit sirups. 
So they have now tied to that a line of fruit sirups. Next comes the 
nuts, the sirups which they make the sundaes of — the butter-scotch 
sundae, the caramel sundae, the different kinds of cherries, the nut 
frappe, the walnut sundae, and, finally, comes what could be called, 
and, I think, what is called " the soda-fountain department." And 
having started with simply the beef extract, they go out finally with 
a line of stuff that furnishes the big soda fountain with all the va- 
rious things that are served there — a complete line. 

Mr. Hamilton. They do not manufacture soda fountains, do they? 

Mr. CoLVER. I have wondered. It is an interesting thought. 

Mr. Hamilton. They might do that with the same propriety, might 
they not? 

Mr. Colver. With the same propriety? We have not yet decided 
the question of propriety at all, you see. But they might, similarly; 
yes. 

Mr. Hamilton. I was not laying stress on "propriety." I am 
again seelring the line of demarcation. 

Mr. Parker of New Jersey. I understand the witness to be trying 
to give the facts and not give the line of demarcation. 

Mr. Colver. We will come to these grouping in a larger way. 

Having gone into meats and substitutes, naturally fish, wmch is a 
flesh food and a direct competitor of meat foods, that brings you to 
the canning business, other than the canning of meats. Having got- 
ten into the canning business, the next step is the canning of vege- 
tables; and having gotten into the canning of vegetables, the next 
thing is the ownership and operation of a pineapple plantation in 
Hawaii. We do not say where the line is to be drawn, but we do say 
that when you start with a business of killing live animals in Chicago 
and wind up with a pineapple plantation in Hawaii you are getting 
some ways away from home, and all the way along is accumulated 
power of vast organization and vast wealth against which we have no 
complaint at all, but which whenever projected into one of these new 
fields does tend to strike terror into the hearts of the people in that 
field, and does tend to domination in that field. That is the situation 
I am calling your attention to. 

Mr. Hamilton. Then, again, there — according to the principle of 
your bill, you draw the line between canned meat products and canned 
fish, canned fruit, and canned vegetables, do you not? 

Mr. Colver. I think there is a line there. 

Mr. Hamilton. Yes. 

Mr. Colver. I think that it would be healthier — T can not say 
" Don't you ? " But I feel like saying it — I think it would be healthier 
if canned fish were in competition as to quality and price , against 
flesh foods from these live animals, canned or otherwise. I think 
that would be better for the public. 

Mr. Hamilton. You see, Mr. Chairman 

The Chairman. You are going into conclusions. 

Mr. Hamilton. Oh, no. But when he states a fact, don't you see 
how it shortens this examination, when he has given us a very apt 
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illustration, to ask Mr. Colver to stop right there and ask where he 
thinks that line ought to be drawn? 

The Chairman. This committee determines the question of policy. 

Mr. Hamilton. We can get information from the witness. 

The Chairman. You are asking for his conclusions, as though the 
whole bill depended on what the commission thought. 

Mr. Dewalt. What is the commission for except to advise us? 

The Chairman. Of course, it is very interesting and illuminating, 
but sometimes we take up a whole session of Congress and yet get 
nowhere if we pursue every line of thought simply because it is inter- 
esting. 

Mr. Hamilton. I think we are getting somewhere pretty rapidly. 

Mr. Cooper. May I ask the witness how many brands of canned 
fish the packers have on the market to-day ? 

Mr. Colver. How many brands? 

Mr. Cooper. Yes ; purely as a matter of information. I have never 
known of any canned fish except salmon and sardines. What other 
brands of canned fish do they put on the market? 

Mr. Colver. Of course, there is the tuna fish that comes from the 
Pacific Ocean, and there are some four or five principal kinds of 
salmon. 

Mr. Cooper. Have the packers gone onto this business to the extent 
of controlling the salmon industries on the Columbia River? 

Mr. Colver. Substantially so. 

Mr. Dewalt. Are you gomg to be able to demonstrate that ? 

Mr. Colver. I think so. 

The Chair3ian. Gentlemen of the committee, there is an important 
yea-and-nay vote coming up in the House, and we should be present 
to vote. It is now 12 o'clock, and we are compelled to suspend the 
present session of the committee. I do not know what will come up 
after this vote ; I do not know whether the committee will be willing 
to come back at 2 o'clock or not. 

Mr. Parker. To-day is unanimous-consent day, and it is the daj 
also on which they will probably bring up the $100,000,000 appropri- 
ation for helping Europe. 

The Chairman. Then it does not seem possible to get back at 2 
o'clock, and the committee will therefore stand adjourned until 10 
o'clock to-morrow morning, when we will resume the hearing of Mr. 
Colver's statement. 

(Additional data referred to on p. 126 was submitted by Mr. 
Colver as follows:) 

List of Products Maxufactltied and List of Products Handled 
Through Branch Houses nr the Five Large Packing Com- 
panies. 

The list which has already been submitted covers products manu-. 
factured or handled. 

List 1 hei-e following covers products reported to the commission 
by Swift & Co., Armour & Co., Morris & Co., Wilson & Co., (Inc.), 
and the Cudahy Packing Co., as manufactured by them. 

List 2 here following covers products reported by them as handled 
through their branch houses. These two lists are not nece5<sarily 
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complete as regards products of, or commodities handled by, sub- 
sidiary companies oi the five principal packers whose operations 
may not be carried on the parent companies' books, nor do they 
include the products of affiliated companies controlled by the same 
individuals as control the packing companies. 

Consequently, lists 1 and 2 do not include all of the commodities in 
the list already presented to the committee. This is because in the 
previous list there were included some commodities not reported by 
the companies in lists 1 or 2. These added commodities are sucn 
as we found to be produced or handled by some of the subsidiary 
companies, and also commodities advertised by the parent com- 
panies. As to these additional advertised products the commission 
was not informed whether they were manufactured or simply dis- 
tributed by these companies. It was for this reason that the list 
as previously presented did not distinguish between products manu- 
factured and products merely distributed. 

Lists 1 and 2 are as foUows : 

LIST 1. PRODUCTS MANUFACTURED. 



Albumen, 

Anhydrous ammonia. 

Aqua ammonia. 

Artificial ice. 

Asparagus. 

Bacon. 

Baked beans. 

Barreled beef. 

Beans, no porls. 

Beef cuts. 

Beef, dressed. 

Beef extract. 

Beef loaf. 

Beef sides. 

Beef suet. 

Beefstealc and onions. 

Beef and vegetable rations. 

Beets. 

Belting. 

Boiled ham. 

Boiled Isidneys. 

Bologna sausage. 

Bone oil. 

Boned chicken. 

Boned turkey. 

Boxes. 

Brains. 

Bratwurst sausage. 

Brawn. 

Brisket beef. 

Bristle. 

Butter. 

Butterine. 

Cans and containers. 

Canned mixed meats. 

Canned mixed meats and vegetables. 

Canned mutton. 

Canned pork. 

Canned pork loaf. 

Canned pork sausage. 

Canning. 

Calf skins. 

Oases blackberries. 

Cases black raspberry and pulp. 

Cases cherry Juice. 



Cases cherries. 

Cases peaches. 

Casings (beef and hog). 

Cheese. 

Chicken loaf. 

Chicken tamales. 

Chile Con Carne. 

Choice dripping. 

Chorizas. 

Cleanser powder. 

Coal mine activity. 

Cold pack cherries. 

Cold pack peaches. 

Cold pack raspberries. 

Commercial fertilizer. 

Condensed milk. 

Consomme soup. 

Cooked meats. 

Cottonseed oil. 

Corned beef. 

Corned beef hash. 

Corned beef, ster. 

Corned pork. 

Corned pork, ster. 

Crude cotton oil. 

Crushed cherries. 

Crushe<l peaches. 

Crushed pineapple preserves. 

Crushed strawberries. 

Cuban sausage. 

Curled hair. 

Deviled meats. 

Dried beef. 

Dry kelp. 

Dry salt meats. 

Emery paper. 

Findings. 

Frankfurt style sausage 

Frozen eggs. 

Fruits. 

Georgia hash. 

Glue. 

Glycerin. 

Grape Jlce. 

Grease. 
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Hair. 

Ham. 

Ham bags. 

Hamburger steak. 

Ham loaf. 

Hardened oils. 

Harness leather. 

Heavy paper. 

Hog serum. 

Hot tamales. 

Imitation maraschino. 

Imported cherries. 

Irish stew. 

Jellies. 

Kegs. 

Kits. 

Kraut. 

Lamb, dressed. 

Lambs' tongue. 

Lard. 

Lard compounds and substitutes. 

Lard oil. 

Leather. 

Liver and - bacon. 

Liver sausage. 

Luncheon beana 

Luncheon sausage. 

Lunch tongue. 

Lunch tongue, ster. 

Milk. 

Mince meat 

Mixed meats. 

Mock turtle soup. 

Musical strings. 

Mutton, dressed. 

Mutton suet. 

Oxford sausage. 

Ox marrow. 

Ox tail soup. 

Ox tongues. 

Oxygen gas. 

Peanut butter. 

Pepsin. 

Pharmaceutical products. 

Phosphate rock. 

Pickled meats. 

Pickles. 

Pigs' feet 

Pork and beana 

Pork, dressed. 

Pork sausage meat 



Potted and deviled chicken. 

Potted and deviled ham. 

Potted meats. 

Potted tongue. 

Poultry. 

Preserves and condiments. 

Refined cottonseed oil. 

Refined oils. 

Renovated butter. 

Roast beef hash. 

Roaster fries. 

Roast fowl. 

Roast mutton. 

Salmon. 

Salt mine. 

Sand and emery paper. 

Sauerkraut and Virginia sausage. 

Sausage meat 

Sausage meat, ster. ' 

Sheep pelts. 

Sliced bacon. 

Sliced beef. 

Sliced ham. 

Smoked pork products. 

Soaps. 

Solid ox tails. 

Soup and bouilli. 

Spaghetti, meat and chili. 

Spanico chill. 

Stewed kidneys. 

Stock food. 

Summer sausage, sausage in oil, etc. 

Surgical ligature. 

Sweet pickled meat. 

Tallow. 

Tanned hog skins. 

Tannecl pig skins. 

Tanned sheep skins. 

Tomatoes. 

Tomato ketchup, cblU sauce. 

Tripe. 

Tubs, 

V<»al, dresserd. 

Veal and bam loaf. 

Veal loaf. 

Vegetable soup. 

Vegetable Ktearine, 

Vienna sausage, 

Virginia saunuge. 

Wool, pn]UH\ and wtmrts^. 



LIST 2. PBODUCTS Hh^WJEO TffKOt;MI KKA.NrH ffOr/HCS, 



Animal oils and stearines. 

.\mmonia. 

Ashton salt sax. 

Bacon. 

Barreled beeC 

Barreled pork. 

Beef casiiigSL 

Beef extract 

Beef olfiaL 

Big Rapid 

Blood 

Boiled hams. 

Boiled BBiMM) 

BOQlllOIL 

Bulk berrinc. 



Bulk mn/rkeral. 
Buffer 

<*tinntH\ ttMfniraguif, 

f'nint**i\ frulfn, 
(*iif If ti*^ \urtnUiy, 

(*uttnt^\ f/ilJk, 

t'MUiti**^ ttynii^m. 
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Canned salmon. 

Canned sardines. 

Canned shrimp. 

Canned sweet potatoes. 

Canned sauerkraut. 

Canned tomatoes. 

Canned and dry fruits. 

Canned vegetables. 

Catsup. 

Cheese. 

Chili sauce. 

City sausage. 

Cleanser. 

Coco-Cola. 

Coffee. 

Colors. 

Cooking oil. 

Condensed, evaporated, and 

milk. 
Condiments. 
Corn grits. 
Corn meal. 
Cream. 
Cremol. 

Cotton investment. 
Cured herring. 
Curled hair. 

Dressed beef and beef cuts. 
Dressed veal and veal cuts. 
Dried apples. 
Dried beans. 
Dried beef. 
Dried fruits. 
Dried peaches. 
Dried peas. 
Dried raisins. 
Dried prunes. 
Dry salt pork. 
Dry sausage. 
Eggs. 

Evaporated fruits. 
Evaporated milk. 
Fancy meat. 

Fatty acids and soap grease. 
Feed meal. 
Fertilizers. 
Flood sausage. 
Flour. 

Frosh fruits. 
Fruit. 

Fresh pork. 
Fresh vegetables. 
Fresh and smoked sausage. 
Glue. 
Glycerine. 
Grain. 
Grease. 
Grape juice. 
Grits. 

(»ut strings. 
Halstead fresh sausage. 
Hams. 

Hog casings. 
Hog offal. 



Hominy. 
Horse radish. 
Jams and preserves. 
Jellies. 

Laboratory products. 
Lard compounds. 
Lard substitutes. 
Laundry. 
Lard. 
Leather. 
Meal. 
Meat. 
Milk. 

Mincemeat. 
Miscellaneous. 
. Merchandise sales. 
Molasses, 
powdered Mutton. 
Neutral. 
Offal. 
Oleo. 
Oleo oil. 
Oleomargarine. 

on. 

Peanut butter. 

IVpsin. 

Pickled ears. 

Pickled hocks, etc. 

Pickled snouts. 

Pickled tongue. 

Pigs* feet. 

Pork and beans. 

Pork chitterlings. 

Poultry. 

Produce. 

Provisions. 

Pickles and condiments. 

Uendering accounts. 

Uenovated butter. 

nice. 

Salad oil. 

Salmon. 

Salt maclvcivl. 

Sauerkraut. 

Sausage. 

Sandpaper. 

Sheep casings. 

Sheep. 

Soap. 

Soda-fountain supplies. 

Stearine. 

Suet. 

Sundry outside purchases. 

Sweet pickled pork. 

Tankage. 

Tallow. 

Toilet soap. 

Tripe. 

Vegetables. 

Vinegar pickled goods. 

Washing soda. 

Wheat flour. 

Wool. 



(Thereupon, at 11.55 o'clock a. m., the committee adjourned to meet 
to-morrow, January 8, 1919, at 10.30 o'clock a. m.) 
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Committee on Interstate and Foreign Commerce, 

House op Representatives, 
Wednesday^ January 5, 1919. 

The committee met at 10.30 o'clock a. m., Hon. Thetus W. Sims 
(chairman) presiding. 

STATEMENT OF ME. WILLIAM B. COLVEB, CHAIEMAN FEDEBAL 

TBABE COMMISSION— Besumed. 

The Chairman. The committee will come to order. Mr. Colver, 
you may proceed with your statement. 

Mr. uoiiVER. Mr. Chairman and gentlemen, the legislation that is 
before the committee contemplates as a very important part of it 
regulation and controt, by licensing or otherwise, of the stockyards 
of the country. 

As bearing, then, on that phase of the legislation which is before 
you we have prepared a brief but rather comprehensive summary of 
the stockyard situation and how the conditions that now exist in the 
stockyards react on the various interests which come in contact with 
those yards. 

LIST OF STOCKYARDS CONTROLLED. 

The commission has said and says and believes that the ownership 
and control of a very great proportion of the stockyards, marketing 
places of the country^by the five packers, sometimes individually — 
that is, sometimes a single one of the five, sometimes two, sometimes 
another two, sometimes three, sometimes four — ^that the control of the 
yards is a very important factor in the domination of this group of 
five packers in the packing industry ; and also as the interrelations, 
community of interest, anacommon ownership of the five packers are 
shown in the stockyards and in the subsidiary companies and corpo- 
rations that are grouped around the stockyards, there will be found 
a relationship so close, so constant, that I think it will be difficult for 
it to come to be believed that these interests are, in fact, the active, 
aggressive competitors, one with the other, that is claimed for them 
by themselves. 

The stockyards^ that are now completely or partially controlled by 
the five biff packers are as follows — it is a list which I will put in the 
record. These 34 companies, or these 34 yards 

The Chairman (interposing). You say these 34 yards, but you 
have not mentioned anything before about them. 

Mr. Colver. For the j)urpose of having it in the record I have a list 
here, and I will read this list of names, and I was going to put it In 
the record just as it is. 

The Chairman. As I understand it, at these 34 places which you 
name there are stockyards owned either by one or two or more of the 
five large packers. 

Mr. Colver. Yes; and controlled. 

The Chairman. I mean owned or controlled. 

Mr. Colver. When we say "owned" we mean owned to such an 
extent that it involves control, or control other than by o'Xvnership, 
perhaps. 
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Mr. CoLVEB. It is an explanation of the first list 
The Chairman. Then it can go in the record and be published. 
Mr. CoLVEB. Brings ns down to the final figure in the analysis that 
$45,214,600, representing the voting stock of this list of companies, is 
owned, all these yards taken together, to the extent of 52.7 per cent 
ownership by these five packers, and each yard is analyzed with IH)- 
spect to the ownership and quantity and percentage of each of theso 
companies. 
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pbofobhon of stogkyabds bitsiness oontrolled. 

The annual business of these stockyards comprised in this list 
and in other yards in which the control is a less complete control, 
but is a control, comprises 83 per cent of the entire stockyards busi- 
ness of the country. 

The Chaibmax, Do you mean the 34 stockyards you have men- 
tioned control 83 per cent of the entire business of the country ? You 
are not quite clear on that statement. 

Mr. CoLVER. Yes. This is the same list, and this table analyzes 
that with respect to cattle, calves, sheep, swine, horses, and mules, 
arriving at the figure of 83.6 per cent of all live stock traded in 
in all markets of the country. 

Stockyards. — Proportion of receipts of live stock at yards controlled by t?ie 
Great Five packers (including Chicago), and proportion of receipts at all 
yards in wlUch the five great packers have any interest, to the totals at all 
yards in the United States, 1916 calendar year. 



Animal. 



CatUe 

Calves 

Sheep 

Swine 

Horses and mules 

Total, all animals 



Receipte at 
all yards 

(head). 



Receipts at yards con- 
trolled by five great 
E ackers (including 
hicago). 



Head. 



15,027,483 

2,743,435 

20.616,010 

43; 304, 956 

1,366,901 



12,487,526 

2,160,584 

16,107,847 

32,200,876 

1,156,697 



83,058,785 64,113,530 



Per cent. 



83.1 

78.8 
78.1 
74.4 
84.6 



77.2 



Receipts at all yards 
in which five great 
packers have any 
mterest. 



Head. 



13,012,161 

2,303,292 

17,638,972 

35,138,697 

1,187,959 



69,341,081 



Per cent. 



86.6 
86.1 
85.6 
81.1 
86.9 



83.5 



REASONS ADVANCED BY PACKERS FOR THEIR CONTROL OF YARDS. 

It is insisted, and in defining its position in controlling the stock- 
yards Swift & Co. especially have repeatedljr, during the past year, 
made public the claim that in order to provide adequate facilities it 
became necessary for the packer to own and operate these stockyards; 
but in reply to questions submitted by the Federal Trade Commission 
July 23, 1917, Swift & Co. said : 

As a matter of fact, the principal reason why packers have become interested 
in yards at all lias been to develop them to the highest point of efficiency. When 
a live-stock market is young and undeveloped the opportunity to make profits 
Is hardly sufficient to induce private capital to enter the business ; it has, there- 
fore, devolved on the packing companies to develop the yards in some cases, so 
as to establish a market which will attract shipments and to provide facilities 
for the proper handling of animals. And this the packers have done. 

Since the primary desire of the packers in connection with stockyards is effi- 
cient service, Swift & Co. would be perfectly willing to relinquish such financial 
interests as it has in stockyards, provided it can be assured that the present high 
standard of efficiency in operation be continued. 

Now, this is what that reply says, as I read it : That the stockyards 
business is one that does not attract private capital or independent 
capital in the early days : that is, in the earli^ days of the developm^it 
of the yards, and therefore these big paclang companies have gone 
into the business and developed the yards. 

Now. the record shows and the history shows that the reverse is 
true; tnat private capital has gone in and has established the yards, 
and has brought them to a point of great progress, and then the big 
packers have taken them. 
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The packers in their statement printed in the CSongressional Record, 
October 3, 1918, and introduced as having been "prepared by the 
representatives of the meat-packing industry," made Qie following 
defense of their control of stockyards : 

The producers of the Uve stock were unable and did not provide such facilities 
for*caring for their product from the time of the arrival at the market until aold^ 
and the railroad companies did not provide such facilities, so that it devolved 
upon the packers, at enormous cost, to establish and maintain the stockyards. 

The packers did not acquire the stockyards and establish new ones at new 
centers in order to secure any peculiar or mysterious advantage over the Indus- 
try, but it had to be done in order to secure proper facilities for accommodating 
the business and furnish fair treatment to the shippers. 

The principal reason that the packers have become interested in the yards 
has been to provide such facilities and extend them as the business expanded. 
It is doubtful whether such efficient market places would ever have existed 
had they not been established in this manner. 

Now, there is a statement that has been made as coming from all 
five of these companies and seems to be their statement of this case. 
That is proper, then, to be examined, I think. 

FACTS AS TO STOCKYARDS' BONUSES TO PACKERS. 

Of the 34 stockyards, the tables of which we have just presented, 
in which one or more of the five packers are financially interested, 
and in 16 of which they are jointly interested, probably not more 
than four or five were actually established by them. The four largest 
stockyards are those at Chicago, Kansas City, Omaha, and St. Louis, 
and not one of these was established by these packers or either of 
them. 

The big packers first began a financial and managerial interest 
in stockyard companies about 30 years ago. Union stockyards at 
that time had been successfully established and successfully operated 
for a number of years, and apparently had kept pace with the de- 
velopment of the live stock and meat-packing industry. 

The early stockyard companies in the course of their expansion 
began making the bif: packers inducements to establish packing 
plants nearby. These inducements took the form of gifts or bonuses, 
and soon encouraged the packers to see that they could use their 
going potency in the slaughtering business to demand or secure 
control of the yard business. By the exercise of this advantage, this 
prestige, as the principal supporters of stockyard markets, the 
packers rapidly secured from the original organizer's and owners of 
the stockyard companies the control of the principal yards. ^ 

In some casos the original owners yielded control unwillingly, 
as will be indicated by the means used to acquire the control, in some 
cases. Control of several of the yards passed to the packers, not 
because returns on the investments were unsatisfactory to the original 
owners nor because the independent investors had not properly 
equipped and maintained the markets. The packers took over the 
yards because they were profitable and helpful to them in the control 
of the places where the live stock is bought and sold. 

These five packers claim publicly that it devolved upon the packers 
at an enormous cost to estaolish and maintain the stockyards. That 
is in the statement which I have just read. The fact ia that the yard 
companies have been and are extremely profitable to the packers. 

The following are some of the direct gifts made to the large pack- 
ers. The commission feels that it has not been able to locate all the 
gifts and bonuses that have been given to the packers by stockyard 
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companies, because, in the case of several of the companies, the rec- 
ords are destroyed or so concealed that the commission has not been 
able to get at them. Gifts are commonly made in the form of real 
estate or land, ca^h, and capital stock. Here are some of them : 

The Chicago Stock Yards Co. to Armour, Morris, and Swift, 
$3,000,000. 

Kansas City Stock Yards Co. to Morris, plant real estate, $575,- 
000 ; and to Armour, $500,000. 

Mr. DoREMXTS. I did riot quite catch the connection there. What 
do those statements you are reading how represent? 

Mr. CoLVER. This represents gifts or bonuses that have been given 
from time to time by the stockyard companies to the packers in re- 
turn for the packers establishing plants near those yards. 

The Chairman. Do you mean plants or stockyards? 

Mr. CoLVER. The stockyard company makes the gift to the packing 
company in order to secure the location by the packer of a new pack- 
inghouse near the yards. 

The Chairman. Do you mean stockyards in which these five great 
packers, or some of them, have an interest? 

Mr. CoLVER. No. The sequence of this thing was^ that the stock- 
yards company started out giving gifts to the packing company to 
come 

The Chairman (interposing). Before the packing companies be- 
came owners? 

^ Mr. CoLVER. Yes ; and then the packing companies, having got the 
gifts, got the yards. 

The Chairman. Afterwards? 

Mr. Sanders. The yard was established first? 

Mr. CoLVER. Yes. 

Mr. Sanders. And they induced the packer to build the plant by 
making these gifts? 

Mr. CoLVER. Yes ; and then they took the yards. 

The Chairman. If I understand you, the owners of the yards make 
a contribution to the packers to get the packers to estabhsh a meat- 
packing plant there ? 

Mr. CoLVER. Quite right. 

The Chairman. Then, afterwards, the packing plants became the 
owners of the yards? 

Mr. CoLVER. Yes. 

The Chairman. Did they do it upon the suggestion of the previous 
owners of the yards or did they do it by aggressive means, or how ? 

Mr. CoLVER. We will come to that in a moment. Here is a list now 
of a dozen of these matters which can go into the record, and I will 
not take time to read them, because the ones I have already read are 
typical : 

Union Stock Yards Co. of Omaha : 

To Swift $200, 000 

To Armour, 20 acres land and 857, 800 

To Cudahy, plant real estate and 75, 000 

St. Josepli Stock Yards Co. : 

To Morris, plant real estate and 760,000 

To Swift & Co., plant real estate and 480, 000 

National Stock Yards, St. Louis: 

To Armour, 20 acres and 888, 000 

To Swift & Co., plant real estate and 100, 000 

100735— 19— PT 2 8 
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St. Paul Stock Yards : 

To Swift $1, 000, 000 

To Armour 500, OCX) 

Fort Worth Stock Yards : 

To Swift, plant real estate and 960,000 

To Armour, 21 acres land aud 900, 000 

Salt Lake City Stock Yards Co. : 

To Cudahy 275,000 

Sioux City Stock Yards Co. : 

To Armour, 12i acres laud and 400, 000 

To Cudahy 200,000 

Oklahoma Stock Yards Co. : 

To Morris, plant real estate ami 242,500 

HOW PACKERS SECURED CONTROL OF THE YARDS. 

The following are among tlie chief nietliods by which the V)ig 
packers secured control of the stockyards : 

Cash subscriptions to stock, 

Stock bonuses, 

Arbitrary appreciation of capitalization, and 

Reorganization of corporations. 

The big packers have received numerous large bonuses from stock- 
yard companies. Most of these have gone to the packers in the form 
of cash donations amounting to many millions of dollars. In addi- 
tion to cash and stock bonuses the stockyard companies have also 
fiven the big packers large and valuable tracts of land for packing- 
ouse sites and for other purposes. 

A part of the stockyard bonuses have been paid the. packers in the 
form of stockyard companv stock. 

Here again the incomplete records of stockyard companies pre- 
vented the commission from ascertaining the full extent to which 
stock in the various stockyard companies was donated to the packers. 
At Omaha, St. Paul, and Fort Worth, for instance, where records 
were complete, wo find bonuses in the form of stock amounting to 
$3,857,800. In other words 30 per cent of the stock now^ held by 
the big packers in these tliree was given to them and represents no 
cash investmeitt on their part. In addition, these companies made 
other gifts to the big packers, such as land. Arr^our and Swift 
in 1002 were each given $300,000 Fort Woii:h Stock Yards Co. bonds. 

One of the most conmion means to increase the big packers' 
yards holdings seems to hme been to effect an increase in the 
capitalization of the stockyard companies simultaneously with writ- 
ing up of the property valuations of the yards. 

The earning power of the stockyards company, it was contended, 
depends on the importance of the market as a slaughtering center 
and a bonus given by the yard company was to secure a new pack- 
ing plant or to cement the patronage of one or more of the big 
packers. 

Examples of how this was done may be seen at St. Paul and 
Omaha. In 1897 the Union Stock Yards Co., of Omaha, voted to 
donate Armour & Co., or the Armour interests, 7,500 shares 
($750,000) of stock. As on former occasions of this nature, the 
company capitalized the donation by increasing its capital stock by 
$1,000,000 and put this amount against the reappraised value of the 
real estate. 
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In 1898 the St. Paul Stock Yards Co. gave Swift & Co. $1,000,000 
of its capital stock and at the same time authorized an increase of 
its capitalization by this amount. 

There have been several cases where stockyard companies have 
been reorganized as a means of transferring partial or complete 
control of the voting stock to the big packers. The most conspicu- 
ous examples of tlrs are the organization of the Chicago Stock 
Yards Co. in 1911, anl the reorganization of the Kansas City Stock 
Yards Co. in 1912. 

The amount of the reorganization of the Kansas City Stock Yards 
Co., here inserted in the record, is as follows: 

BEOB6ANIZATION OF THE KANSAS CITY STOCKY A KDS CO. 

The Kausns City sto<-Iv .vanK have bcon oper;je.l by vjiriou-- <"f»iiii)".nu'S. The 
first started hi 1871 with a caiiitalizatioii of .SKHMKH). As its earuiii^rs iiif reased 
tile value of its re*al est.ite was written un ami tin* <'a|)ital <\o('k of tl^e roii.]);my 
increa.sed. Tn to <)cto]>er 81. 1SS7. tlie caiutalizjition ha«l hk na^cfl to »^2..7HM//l. 
( )n that date it was raisecl to $5,000,000 and on December 31, 1887, the company 
had $4,040,000 capital stock out.standing. Of this increased amount $o65,000 
iqiresenteii now subscript ioiis and ^l^rn.l.OJK) Wa« adde<l by way of stock divl- 
fiond. Anotlier sto^k dividend of $404,fjU0 was jmid out in 1890. In 1802 a 
bonus of 5,0000 shares of common stock was given to Armour, ;.nd tb'» wnl (-.'arc 
of the company appreciated with an eciual amount. Due to acMitional <';ii»ital 
increases and various reorjjanization s< hemes the rapiral stmk of tlu; jne^^Mit 
Kansas City Stock Yards Co. was raised to $ll..yNJ.O<Kj. fonsistin'j' r»f %U,<fi)tHHH) 
preferretl and $2,500.UK) common, of wiMch there is out^tindinj: all tb<» author- 
ized common stock and $7,991,500 preferre<l. 

In 1907 a rei)ort was .submitted to the legislature of Kansii** by a c-oniinittee 
of its members selected to inve?<tigate the Kansas City Sto<k Yar«!s <>». iMia 
to tiie fact that the coniniissir»n was unable alter cousid**r;»bIe efT<»rt to lo^';;re 
the records of the Kansas (.'ity St«Mk Yards (>». of >n<-.4»iiri. \\<* <".]r.'.i\t :h«» 
followini; extract from the report of ihe lf-L'iv]arive <<'Uiii.iiic<*. Tlie Sio-'k 
Yards Co. had been involve*! in Fe<liMal court iiii'jatiou u',i;'-l! tt'ri^.in-it '*! in 
1900. A part of the tiniiiiiir« of the ci»mmit»cr' was b;i«-<*<I on tl.<-^r* r",r;rt re'-oid**. 
The eartract f(»llows : 

" Tlie reconls show that duriui; 2C years r'f ^i ri-rM-utI\«' bii-in«— •* *!j«' coitrf.ny 
paid on the ciipitid actuailj- invest«'d in t}.«» bu^!n»"< an a\*'r;.i.'»' of 32i in-r '-e:i» 
annually in csish dividen''s to <f<tf-khoic!<Ts and .*i*4 yx-r r-^-i.t i:i ^t^Krk and n-aJ 
estate dividends to sto<kl:oi<Ie:s. or a total of ♦57 jkt <'t",i in divjiiend^ v.y* i< Id 
each year for 20 v^-i.ts. At various tii.ies durij 'j tb«' 2*i y^a'-s 'I <• r- i ir.r.iv 
was recapitalized, and in ej«cb instance two share^- of n»-w ^*tf* y. wi-r*; -p^.v^u 
for <me of tiie old. This re'-oni al'-o «^hov.s tlirit i«anjfy tvo Bitf\ or.r-'.'i f u.iiUm 
dollars h:is b(*en paid f*y rJ *^ ».{.k:".;;io1«w-/v in #-;»^}, ro *]>(' f-<'i.«*ii:<'- o1 ♦' '* '"irri- 
iwiny ; tliat the bal; n'c of 't-.^' «.ii'-t: i.<'.*i';: ♦■♦'^K-k i*>r ,<.'.(►'<••*•»;, ; . r; <, f-;jT,'t'. j/j*. 
lion of earninirs or ii!*- • i '.•.•*! i; ; i U <* n-"! <*-*j *" 1- i*/***- '.-"i *'* L--- .e i:;' r«- -^I 
ill %*alue durini: xlA< timK 

"The te<r!iii..ny sIki- » t} at «Ir.c" tf.f h.^t r^»r:5.''nlz;.t;on t?." <'ff::r,f<i:'y ha* 
i^sue<l ^L.^HH^^rfi i»j '. .•.■•^, ;:•,«* '.iirii.L' ti '< t!:;..' r- f. ] :: .'r/'- ''r:i :.. - !<-<-» 
raise<l one an«l OJ.H-lia*: n :. >ii;-. or to -^C**^." »/•»». j.n^ t? ;«: th*- if •.•.'< aji- f^.':.;: 
retired and st(»<'k si;b'»'inr<"l :n their stead- 

** The testiijiony r»^ a*<-* t! a' v^r:o«;< TtiifV/.'s'j^ a,:' i,. i,'*^ ]'\t- l^-^z. 1: * y<'<\ 
to locate in the vi'ii.:*y of the »'»'-.:yi.rN '^r xlt*- ^''^'viyard* '-'•:.;''•.-•: t» j;t 
pi-actically in e-.^li 'i:.^::.:.^:*- i;,- ^r^j^'.-.-.-r'.^ <"'i. ;.. , . -..:- ;:.•< *. •' '- . .'-r;:*' '-^-h 
b4»nu8e<, the ''um of \\\.\-\\ ••> i-r^^^ii- >-.4*^>.'*^»- '\\.t* r«--<'r • ' <'■.•• <'n'-<-. t'^ •- 
ever, and whi'-h i';'«i l**-*-'! a'j >•<-«! to !•*- j.'-''>'5'*. ♦'O'* •• -t «•«--' »^ :.:;-/-* 
have been given \T'r.j-'^i*: '\\ 1:. -t/^,: fr *- •^. jr.u'I «.:;• ^.f f *- <' -'" ' -• '^/ ***? '-"'fi' 
pany before the *\i''\'WiA^ wt-re <!<-'i:'/wi '* 

The exatc eiieia to uhi^h the \o.-i^j'* YU s.-a* <:»> *•'' .;>;.'.- '": •':,:.'.<^ 
gave the packer^ fr>^/ntiw^- ^nd o*her 'v^r!'-»-*^'or.* :«< no* K:.o*,r. •/>•»<- f*.-- * ►•'/:., 
owin^ to its inftb^':»y t^ ir^ti*e *K<* '•'r/.j «' >•* r*-'''*' « I* ' '* '* ^^.\t-r '* • a 

stock boaHS of $500* V»> v.;.. -:^*rT^ An;.o if i <^V ■:, l-'^J :r"i ?- JfrTr./yf» ;/- ; • rf-f.T 
to Morris Jb Co. in 1J#>4. A'^o.-o n;; to tj <- ;.f»<.v*- «|rj',*; t of f r^;." »; «- r->^n ^#5 ">• 
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legislation committee bonuses paid the various packers amounted In. 1909 to 
" about $2,400,000." 

The Morris control. — ^The commission did, however, secure enough data from 
various sources to establish the full packer control in the present Kansas City 
Stock Yards Co. of Maine and also the method by which the Morris Interests 
got control in 1912. 

The scheme that was devised to secure control of these yards may be sum- 
marized in the following statement: 

Stockholders of the Kansas City Stock Yards Co. of Missouri were given the 
opportunity to exchange each share of stock in that company for one share of 
preferred (nonvoting) stock in the new company of Maine and $10 in cash. In 
addition to it they were given the right to subscribe to one share of common 
(voting) stock of the new company of Maine at $50 per share, the par value 
being $100 a share, for each seven shares in the old company. The common 
stock of the old company amounted to only 82,500 shares, and, at seven for one, 
obviously not more than 11,785 shares of voting stock in the new company could 
go to the old stockholders. Since there were 25,000 voting shares of stock in 
the new company, the above scheme made it impossible for the stockholders of 
the old compj'.uy to become the cntrolling factor in the new. The control had 
necessarily to rest with the party that bought up the balance left over of the 
25,(X)0 shares authorized. 

That Edward Morris intended to secure this control for Morris & Co. or to 
Morris interests is clearly shown in the following letter written by himself to 
the Kidder, Peabody Co., of Boston. This letter also indicates that Edward 
Morris instigated the scheme of reorganization. The reorganization was accom- 
plished practically as outlined In this letter : 

OCTOBEB 24, 1912. 

Messrs. Kidder, Peabody & Co., 

115 Devorifihire Street^ Boston, Mass. 

Dear Sirs : I am proposing to organize a corporation under the laws of the 
State of Maine under the name of " Kansas City Stock Yards Co. of Maine," 
for the purpose of acquiring all or a substantial majority of the stock of the 
Kansas City Stock Yards Co. of Missouri. 

The new corporation will have an authorized capital stock of $11,500,000, of 
which $9,000,000 par value will be preferred stock and $2,500,000 par value will 
be common stock ; both the common and preferred shares to be of the par value 
of SlOO each. 

The preferred stock will be entitled to 5 per cent cumulative dividends, pay- 
able quarterly, the first dividend ot be payable February 1, 1913. The preferred 
stock will also be preferred to the extent of par and accrued dividends In case 
of liquidation, but will have no voting power, except in case of failure to pay 
two consecutive dividends on the preferred stock, in which event it shall there- 
after have full voting powers until all accrued and unpaid dividends have been 
paid in full. No mortcrage or other encumbrances shall be placed upon the 
property cf the new corporation without the consent of at least two-thirds in 
Interest of the preferred stockholders. 

I propose to offer to the stockholders of the Kansas City Stock Yards Co. 
of Missouri the opportunity to exchange each share of stock which they own 
in the INIissouri corporation for one share of the preferred stock of the new 
Maine corporation, and I propose to pay to each stockholder of the Missouri cor- 
poration who elects to make such exchange the sum of $10 in cash for each 
share so exchanged. This offer Is to be conditional upon not less than 75 
per cent in Interest of the stockholders of the Missouri corporation exchanging 
their stock in accordance with this offer, provided, however, I may at my 
option make the exchange if a less number of stockholders elect to exchange 
their stock. 

The amount of preferred stock of the Maine corporation to be issued in the 
first Instance will be limited to the amount of stock of the Missouri corpora- 
tion which is exchanged in accordance with the above offer. 

Of the $2,500,000 of common stock to be Issued by the Maine corporation, 
I propose to take and pay for $1,250,000 par value at $50 per share In cash, 
and will cause the remaining $1,250,000 par value to be offered for subscription 
at $50 per share to such of the stockholders of the Missouri corporation as 
elect to exchange their stock for preferred stock of the Maine corporation on 
the basis of one share of the Maine corporation for every seven shares of 
the Missouri corporation. Where the number of shares owned by any one 
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individual is DOt divisible by seven, if the excess number of shares oimecl by 
him is four or more he shall have the right to subscribe for one additional 
abare of stock. If the excess number of shares is less than four he shall 
have no right to subscribe in respect of the excess number of shares. I pro- 
pose that the taking of this remaining $1,250,000 par value of common stock 
af $50 per share shall be underwritten, for which I propose to pay an under- 
writing commission of $62,500. 

I desire to secure your services in procuring the consent of the .stockholders 
of the Kansas City Stock Yards Co. of Missouri to the exchange of stock 
lierein proposed, and if you will undertake the matter, I will pay to yoo the 
sum of $25,000 in case not less than 75 per cent in interest of the stockholders 
elect to make the exchange, or if I elect to make the exchange \^ith a less 
percentage of the stockholders consenting thereto, and I will pay you in addi- 
tion the sum of 75 cents per share for every share of the stock of the 3Iis.souri 
corporation which is exchanged in addition to the 75 per cent hereinbefore 
mentioned. 

The proceeds of the common stock of the Maine corporation will be used hy 
me for the following purposes : 

To pay the sum of $10 to each of the stockholders of the ilisj^ouri corpora- 
tion who elects to make the exchange; to the payment of the underwriting 
commission of S65,500 ; to the payment of your compensation, and the payment 
of all legal and other expenses incurred in connection with the carrying out 
of this proposition, and the balance remaining will be paid into the treasury 
of the Maine corporation, so that the entire amount of common stock of the 
Maine corporation and the entire amount of preferred stock to be i.«sued in 
the first Instance will be issued as fully paid in exchange for the stock of the 
Missouri corporation which is exchanged in accordance with this offer, and in 
addition the net amount of cash remaining from the proceeds of the common 
stock which is to be paid into the corporation as hereinbefore stated. 

The opportunity to exchange the stock hereinbefore provided for will remain 
open until December 2, 1912, unless the time for such exchange is extend e*l 
by me. 

If you undertake to arrange for the exchange of the stock on my b*»ljalf, I 
agree from time to time to provide you with such prefer rerl sto^-k of the new 
Maine corporation, such amount of cash and such amount of cmnnon ^tock of 
the new Maine corporation as may be rec|uirwl to be is*iue*l and paid to tlie 
stockholders of the Kansas City Stock Yards Co. of Mi».souri. 

If the forgoing plan should not be carried out becau.se a sufh^'ient numl>er 
of stockholders of the K«n.sas City Stock Yarrls Co. of Mi«<s^itiri fail to consent 
thereto I will reimburse you for all legal expenses which you mjiy have 
incurred In The premises. 

Yours, very truly, Edward Mobsis. 

The following is the Kidder. Pftibocly & Co. refily and a;rre**in^nt to act on the 
medium of stock exchange: 

OCTOBEB 30, 1912. 
Edwabd Mobbis, Esq., 

Chicaifo^ lU, 

Deab Snt: We acknowledge tLe receipt of your favor of OtiVtin't 24, rHatlve 
to our acting In cr>nnection with the \tT*f\fit^^\ ex'-luiut'e of Kt'>^'k of tlic Kan»«a)j 
City Stock Yards Co. of Mi*«^^-jri for *t'>'-k of th«; Kum^'a^ (:\\y Slo^k YnnU Co. 
of Maine and will ^fi for j**m :u t.*ie i.'^a*t<-r uip*tu t!i*' t^Ti/jK htuii-d \ti your letter. 

We understand that since your l*-rUfr of *>''toi><'r 24 \\:m wr)n«*n, ti>c fo\UrA'iii'4 
modifications hare been asr»-<-ri to by yo*j : 

First Stockholders In Kar.-a« City H'/y-k YnvU (Uk of .Mlf-^jrl «}iJill Jtny** 
the rig^t to snl»scrilje for fri^.ticn* of a fi'^w »-)•;, n* of i'oniin*m KWy-k ai.d the 
right to suliscribe to fruftUm* of 'he ij<»w m.^in^ff ^Jj^ill b<f a^ri^rriw!. 

Second. As we are to an a< fU^^^f»''.''iiry' v.<- ar«- to \h* ]t'.u*\ tjjc u^mjiI t*i*^ of a 
depositary in addition to th*- <AUt:r ti,iu\^'j,*ii*\ou provj'J'd lor \u your lett-er 
of October 24. 

Third. If not less tfian 75 ji*-r «**^iX in if.ti r''>t of the afft^kUohU-nt of the K;?a- 
sas City Stock Yards Co. of M:"^/*jri Ji/jve d<-;y/^Jt<-j ih<'.r hVfk ^M*h uu on or 
before Dec«nber 2. 191Z yon l^:ll at o»jr ref^'it-i-t, cxu-n'* the iii;.e for umklnz 
exchanges of stock for a period of not tfXf'h^Uni^ h\x uumiliH, 
Very truly, yoora. 
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October 31, 1912, the KhUUt, l^ejiljotly & ('o. issued to the stockholders of the 
Kansas City Stock Yards Co. of Missouri tlie following circular : 

To the atocJx holders of the Kansas City Stoek Yards Co. of Missouri: 

The directors of your company have unanimously approved the following 
plan for tlie exchanjie of stock in your company for the stock of a proposed new 
company to be luiown as the " Kansas City Stock Yards Co. of Maine," having 
a capitalization of .$11,500,000, divided as follows: 

Common stock (par^alue of $100 each), $2,500,000. 

Preferred stock (par value of $l(X) each), ^9,000.000. Kntltled to 5 per cent 
cunuilatlve divi<1cn(ls (uiartrrly, Ihi^ first ^lividend to Ix* payal)le February 1, 
1913. The preferred stock will also be preferred to the extent of par and 
accrued dividends in case of liquidation, and will have no voting power except 
in case of failure to pay two consecutive dividends on the preferred stock, in 
^^'hich event it will thereafter have full voting powers until all accrued and 
unpaid dividends have been paid in full. Provision will be made to the efCect 
that no mortgage or other encumbrance shall be placed on the property of the 
INIaine corporation except with the consent of at least two-thirds in interest of 
the preferred stockholders. 

Stockholders of the Kansas City Stoclc Yards Co. of Missouri may exchange 
each share of stock in the Missouri corporation for one (1) share of the pre- 
ferred stock of the new Maine corporation and $10 in cash, and such of the 
stockholders of the Missouri corporation as elect to assist this offer may sub- 
scribe to one share of the new common stoclv of the Maine corporation at $50 
per share for each seven (7) shares in the Missouri corporation owned by them 
and deposited. 

Rights to subscribe for new common stock will not be assignable, except 
that rights to subscribe to fractions of one new share may be purchased or sold 
so as to enable the holder to subscribe for one full share. 

The amount of preferred stock of the Maine corporation to be Issued in the 
first Instance will be limited to the amount of stock of the Missouri corporation 
which Is exchanged In accordance with the above offer. 

We mention that the entire issue of common stock has been subscribed for 
and underwritten, payable in cash at $50 per share, which insures the suc- 
cessful placing of the conunon shares In case the present shareholders do not 
avail of the offer. 

The cash proceeds of the common stock will be applied In the fir«t instance 
to the payment of the $10 per share to be paid to the stockholders of the Mis- 
souri corporation, to the payment of an underwriting commission of 5 per 
cent on the $1,250,000 of common stock wiiich Is offered for subscription as 
above stated, and to the payment of the other expenses of carrying out the 
proposed plan, including the compensation of the bankers, and the balance will 
be paid into the treasury of the Maine corporation. 

The entire amount of preferred and common stock of the new Maine cor- 
poration to be issued in the first instance will be issud as fully paid for the 
stock of the Missouri corporation wiilch Is exchanged and the cash to be paid 
Into the Maine corporation, as above stated. 

The directors of the Kansas City Stock Yards Co. of Missouri and the largest 
stockholders of that company have already agreed to deposit their holdings in 
exeliange for the preferred stock of the new Maine corporation and to sub- 
scribe for the full quota of common shares to which they are entitled. 

We Inclose herewith form of consent to exchange of stock and subscription 
to common stock of the Maine corporation. Stockholders who desire to avail 
themselves of the opportunity to exchange their stock should sign the Inclosed 
assent and forward it to the undersigned, together with their certificates of 
stock of the Missouri corporation indorsed in blank. They will receive in 
exchange therefor our negotiable receipt. Such of the stockholders as elect to 
exchange their stock and desire to subscribe for the new conmion stock should 
also fill out the subscription agreement. 

Unless at least 75 per cent In Interest of the stockholders of the Missouri 
company have deposited their stock for exchange with us on or before Decem- 
ber 2, 1912, we may, at our option, be relieved from all liability hereunder 
by returning to the depositing stockholders the stock deposited by them. 

In case the plan is declared operative, we shall, upon receipt of the stock of 
the Maine corporation, be prepared to retire our receipts, issuing therefor such 
an amount of preferred shares and such an amount of common shares In the 
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Maine corporation, plus balance due in cash, to respective depositing share- 
holders, as receipts call for. 
No charge will be made to depositors. 

Kidder, Peabopt & Ck>., 
115 Devonshire Street, Boston, Mass, 
Boston, October 31, 1912. 

Accompanying and printed as a part of the above circular was the following 
statement : 

We, the undersigned, directors of The Kansas City Stock Yards Co. of Mis- 
souri, having carefully considered the offer of Kidder, Peabody & Co., set 
out in their circular under date of October 31, 1912, and being unanimously 
of the opinion that it is for the best interest of our shareholders to accept the 
same, have agreed to cleposit our shares (except qualifying shares) and have 
subscribed to such shares of the common stock of the Kansas City Stock 
Yards Co. of Maine as we are entitled to, and we recommend the same action 
on tfie part of all stockholders. 

Chables F. Adams. 

Chables F. Morse. 

Walter Hunneweix. 

Francis L. Higginson. 

Eugene V. R. Thayer. 

C. MiNOT Weld. 

Frank H. Damon. 

Present status of Morris control. — ^The reorganization accomplished its pur- 
pose and assured the Morris interests control of the Kansas City Stockyards. 
Of the 25,000 common or voting shares of the new Maine company, the Morris 
interests now control at least 15,000 shares. Of these shares only 26, according 
to list of shareholders furnished the commission, stand In any Morris name. 
However, by means of questionnaires and by direct examination of stockholders 
and records the real control of the Morris shares was shown to be as follows: 

Shares. 

Morris & Co 26 

E. V. R. Thayer, New York City* 6, 177 

Martin H. Foss, Chicago* 290 

R. A. Hatchings, Boston* 4,165 

Morris & Co. employees 1,186 

Other shareholders giving proxies to Morris interests (1917) 4,135 

Total 15, 979 

The following letters show the stock held for the Morris Interests by the per- 
sons marked with an asterisk (*) : 

The Merchants' National Bank of Boston, 

Boston, Mass., January 23, 19J8. 
Mr. Leon IDAS L. Bracken, 

Secretary Eederal Trade Commission, Washington, D. C, 

Dear Sir: In reply to your favor of January 12, I beg to say that the 4,165 
shares common stock of the Kansas City Stock Yards Co. of Maine registered 
in my name were indorsed In blank and forwarded to the estate of Edward 
Morris, Chicago. The name or names of the beneficiary or beneficiaries are not 
known to me, and I did not receive any consideration for making such assign- 
ment. 

Yours, very truly, 

R. A. Hatchings. 



Eugene V. R. Thayer, 
57 Broadway, New York, January 21, 1918. 
L. Li. Bracken, Esq., 

Secretary Federal Trade Commission, Washington, D, C. 

Dear Sir: I am in receipt of your favor of January 12, and in reply I beg to 
any that I am the sole owner of the 100 shares Kansas City Stock Yards Co. of 
Maine, preferred stock, referred to. Of the 6,191 shares of common stock regis- 
tered in my name 14 shares are owned by me, the balance having been lndorse<l 
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In blank and forwarded to Mr. Edward Morris, of Chicago. The name or names 
of the beneficiary or beneficiaries are not known to me, and I did not receive 
any consideration for making such assignment. 
Very truly, yours, 

Eugene V. R. Thayer. 



Martin H. Foss, Lawyer, 
104 South La Salle Street, 

Chicago, January 25, 1918. 
Federal Trade Comkission, 

Washington, D. C. 

Gentlemen : Replying to your communication of the 12th instant re 365 
shares common stock of Kansas City Stock Yards, I beg to state that I am 
not the owner of said stock. To the best of my knowledge and belief it 
stands in my name in trust for the following-named persons : 

Shares. 

Mrs. Helen Nielson, Chicago, 111 66 

Nelson S. Morris, Chicago, 111 112 

Edward Morris, jr., Chicago, 111 112 

Thos, E. Wilson, Chicago, 111 75 

365 

Martin H. Poss. 

It will be recalled that Edward Morris set out at the time of the reorgani- 
zation of the Kansas City Stockyards Co. the latter part of 1912 to secure 
12,500 shares of the new common stock. The following receipt, dated January, 
1913, would indicate that he was successful in this undertaking : 

" Chicago, Illinois, January — , 191S. 

" Received from Eugene V. R. Thayer certificates for twelve thousand five 
hundred (12,500) shares of the common stock of the Kansas City Stock Yards 
Company of Maine, described as follows: 



" Certificate No. 616 for 3, 000 shares. 

" 617 ' 3,000 " 
" 618 " 3,000 " 
" 619 " 3,500 " 



Total 12,500 " 

"(Signed) E. Morris. 

By O. M. Macfarlane." 

The fact that the commission has not ascertained the present Morris hold- 
ings to be as large as they evidently were in 1913 does not prove that the entire 
12,500 shares are not still controlled by the Morris interests. The following 
letters may be taken as an indication of this : 

[Morris & Co. Union Stock Yards, Chicago.] 

Chicago, February 5, 1917, 
Mr. Eugene V. R. Thayer, 

30 State Street, Boston, Mass. 

Dear Sir: I Inclose herewith certificates No. A26 for 100 shares of Kansas 
City Stock Yards Co. of Maine stock in your name. 

Will you kindly have Issued in lieu thereof new certificates to read William 
T. Kemper 50 shares, Eugene V. R. Thayer 50 shares, the certificates- In your 
name to be assigned in blank the same as before? 
I inclose $1 for State transfer tax. 

Kindly mail me new certificates at your earliest convenience, and oblige, 
Yours, truly, 

f. j. csambxe. 

February 20, 1917 
F. J. Cramsie, esq., 

Morris d Co., Union Stock Yards, Chicago, III, 

Pear Sir : Referring to your letter of February 5, I am sending you herewith 
by registered mail certificate No. 1277, for 50 shares Kansas City Stock Yards 
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common stock in ray name, indorsed in blank, this being a part of the 100 shares 
sent me for transfer. The 50 shares which have been transferred to William T. 
Kemper are still in the hands of the transfer agents, as they will not deliver 
this stock to me until the address of Mr. Kemper is supplied them. I wrote you 
asking for this address on the 10th instant, but have not yet received a reply. 
Will you kindly give this matter your attention, and the stock will be for- 
warded you. 

Very truly, yours, . 

Mr. CoLVER. Taking up the cash subscriptions to stock, the commis- 
sion did not locate all of the capital investment records of some of the 
important stockyard companies, but the important cases, where the 
records are complete, show that the big packers invested only a small 
amount of cash in the stockyards as compared with their present 
holdings. 

In several instances cash subscriptions were made below par, as in 
the case of the Morris interests securing their 12,500 shares of the 
common stock of the Kansas City Stock Yards Co. at $50 per share 
when the par value of the stock was $100. 

CHICAGO STOCK YARDS CO. OF MAINE. 

A marked example of how little cash was invested as compared 
with their holdings is shown in the following case : 

In September, 1911, Mr. F. H. Prince, a banker of Boston, Mass., 
and Mr. J. Ogden Armour, of Chicago, formed a corporation known 
as the Chicago Stock Yards Co. of Maine. This company was 
formed for the purpose of acquiring control of the Chicago Junction 
Railway & Union Transit Co. of New Jersey, which in turn con- 
trolled the properties represented by the Union Stock Yards Co. 
of Chicago and sundry otner properties. One million dollars in cash 
was paid in, of which Mr. Armour contributed $194,000. A few 
months later the capital stock of this Maine corporation was increased 
to $8,000,000. 

The Chairman. From $1,000,000? 

Mr. CoLVER. From $1,000,000 without the contribution of a cent 
in money. 

The Chairman. Or other property? 

THE " PLAN." 

Mr. CoLVER. The only thing that was contributed or that was 
writen in for that $7,000,000 was a typewritten plan, a plan which 
set out what an advantageous thing it would be to pile a third cor- 
poration on top of the two that were already piled up, and guar- 
antee a dividend to subsidiary companies, and the only thing in the 
world that represented that $7,000,000 was that typewritten plan. 

The Chairman. Who furnished that valuable plan? 

Mr. CoLVER. The typewritten plan ? 

The Chairman. The $7,000,000 plan. I do not mean the name, 
but what interests? 

Mr. CoLVER. In the books, it was furnished by the secretary of 
Mr. Prince, who was Mr. Armour's partner in this transaction, a 
man named Pegram. 

The Chairman. Was it a patent? 

Mr. CoLVER. Oh, no. 

The Chairman. What was it — ^a mere suggestion? 

Mr. CoLVER. I think the best description of it is that it was a 
prospectus. 
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The Chairman. A prospectus? 

Mr. CoLVER. Yes. 

The Chairman. And no property value of an}' kind went with it 
or became a part of it? 

Mr. Colver. No; it was either a prospectus or aqua pura. 

The Chairman. Have you a copy of that plan, or whatever it was, 
that was sold for $7,000,000? 

Mr. Colver. Yes ; we will put it in at this point. 

The .Chairman. Yes. Then proceed. 

Mr. Stephens. We will see whether it was worth it or not. 

Mr. Colver. It was worth it because it earned dividends. 

Mr. Sweet. Was any stock issued for the $8,000,000 ? 

Mr. Colver. $8,000,000 was issued. 

(The " plan " referred to follows:) 

An agrreenient ninde this 27tli day of Septoniber. 1011, between Frank It. 
Pegram, of Cohasset, In Mnssachusetts, of the one pnrt, and the C'hicago Stofk 
Yards Co., incorported nnder the Inws of Maine (herein called the company) 
of the other part. 

Whereas the said Pegram and his associates caused to be fornuilatetl a plan 
dated June 30, 1911, with the foUowing, namely : 

Messrs. Richard Olney, chairman, Guy Norman, S. L. Schoenmaker, B. V. R. 
Thayer, F. R. Hart, as commUtee, and the said Pegram has obtained the assent 
to the said plan of the holders of more than 60,000 common shares of the Chi- 
cago Junction Railways & Union Stock Yards Co. As evidenced by their 
assents deposited with the Old Colony Trust Co. and the said Pegram now 
holds and controls the said assents and the right to transfer .the same, together 
with all interests therein and all benefits to accrue therefrom. 

And whereas the said plan — 

(a) Assures to the Chicago Junction Railways & Union Stock Yards Co. a 
continuance of the business now carried on by the packers upon a permanent 
basis and a great increase in the earnings, profits, and dividends, to which the 
holders of the common shares of the Chicago .Junction Railways & Union Stock 
Yards Co. will become entitled as well as a great increase in the value of tlje 
said shares ; and 

(ft) Will vest in the company (if it shall acquire the uses and benefits of the 
said plan) the right to all dividends and other payments out of earnings appor- 
tlonable to the said common shares the holders of which have heretofore as- 
sented or may hereafter assent to the said plan over and above Vie fixed annual 
charges specified in the said plan. But the company can not receive any of 
the said benefits without having acquired the same from the said Pegram nor 
without having raised $1,000,000 in cash in order to comply with the conditions 
specified in the said plan. 

And whereas the company has been organized under the laws of Maine, w^ith 
a capital of $1,000,000, and desires to acquire the uses and benefits of the said 
plan and the action of the said shareholders thereunder and requires the sum 
of $1,000,000 in cash so to do. 

Now, therefore, it is agreed by and between the parties hereto as foUows : 

(1) The said Pegram hereby sells, assigns, transfers, and sets over to the 
company, its successor and assigns, the said plan dated June 30, 1911, and all 
the assets thereby of the shareholders of the Chicago Junction Railways & 
Union Stock Yards Co., which have heretofore been made as well as all such 
assets that may hereafter be made together with all right, title, Interest, and 
benefit in and to the said plan and assets of every kind and nature. And the 
said Pegram agrees to pay to the company forthwith the sum of $1,000,000 In 
cash. 

(2) The company hereby accepts the foregoing property and acknowledges 
that it has received the payment of the said sum of $1,000,000. 

(3) As consideration for the said property and for the services of the said 
Pegram the company agrees to pay $8,000,000 therefor, payable in the full paid 
nonassessable stoclr of the company at par. The company agrees to Issue aod 
deliver forthwith i% the order of the said Pegram $d99,000 par value of tXie 
capital stock of tht \)mpany now authorized and not heretofore subscribed. 
The company furthe.' agrees to cause to be delivered forthwith to the order 
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of the said Pegram the $1,000 par value of its capital stock theretofore 8at>- 
scribed. The company further agrees to increase its authorized capital stock 
to an authorized amount of $8,000,000 capital and to issue and deliver to the 
order of the said Pegram $7,000,000 par value of its shares as soon as such 
increase can be made according to law. 

In witness whereof the said Pegram has hereto affixed his hand and seal and 
the company has caused its common seal to be hereto affixed and these presents 
to be 8igne<l in its name and belialf of its proper officer the day and year first 
above written. 

Frank R. Peokam. [seai«] 

[seal c. 8. T. CO.] Chicago Stock Yasds Co., 

By Gbobge F. Dohekty. President. 

Attest: Norman J. MacGaffin. 



Chicago Stock Yards Co. Plan, 

Dated June SO, 19tU 

On behalf of the Chicago Stock Yards Co., if and when formed (hereinafter 
called the New Company), it is proposefl to the holders of common stock of 
the Chicago Junction Railways & Union Stock Yards Co., subject to the terms 
and conditions hereinafter set forth, as follows: 

To enter into a trust agreement with such of said stockholderH as may ele^rt 
to become parties hereto whereby, among other things, said aKsentIng f<t^K'k- 
bolders will receive the guaranty and agreement of the new company (by 
way of a stamp thereof on their respective stock certificates) to pay su^'h 
Stockholders annually the fixefl sum of $9 in respect of each share of said 
stock in quarterly installments of $2.25 each. There is also extended to the 
holders of such stamped certificates the privilege of exchanging .the same for 
collateral trust bonds on the basis of $200 face amount of 50-ye«ir 5 per i»i\i 
collat«^l trust gold ))onds of the new company in such fonn and serrured an 
the committee may prescribe or approve for each share, which privilege nliall 
remain in force until the new company .shall give or cau.se to be given in such 
manner, and for sach periml as the new comitany, with the writti-n ar»pi:oval 
of the committee, may fix and determine, notice of the withdrawal and 
termination thereof. 

The Old Colony Tru^t Co. is !i*»reby df^i'^natcd and autliorized to r*fceive 
from stockholders electing to berx>me parties to thbi plan Kto^'k certlfirr}tt#'« for 
the purpose of being subjei.-ted to the tm«*t agreement and ^taniji^f*! as in the 
above paragraph provided, and pending the declaration by the r;omniittee that 
this plan has become and is or^erative a.«<«enui and agreements of st^^^-k hoi dent 
manifesting their election to accept this plan and to lic^rome jtHrticn thif^-to. 

This plan and the .said trust agreement shall berfome orieratit-e If and wii^ti 
In the i^inion of the committee it has berome advisable Ut carry the Hnute Ifito 



Upon such de<-l:iration i»*-lrig ft (^\ with thf ^>ld CjtUmy Trtjt*f Cjk the new 
company shall deliver to th#* tni«t erirnpany the c'ollf»t/'r;il tr»it»t t^md** (or 
Interim certificates terrr»orari y rpf#r*^fnr?itlve tU*'r(fff) whWh «re deilver;ih.<» 
to stockholdo^ who shall at that time have eUf^rteil to avail th<'f/jMf|v«^ of the 
proTlsioiis hereof. 

The trust agreement ^haM tie (hf\t(r*UtH\ nifh ihf (M (UAouy Trti»«t C/k 
Each and every holder fft so^h fifUituttu Kf/K-u who shull d<'llv'T tii*' ^'*?r*If>-fi»<' 
tli«iefor or who shai: d^-liver to thi* miU\ tntnt rttui\ii\uy \%\n nmful Vt thstUi \,i9iii 
as above anth<^»rizf:*l and \fro\\i\i^\ for *hall thfnthy hf^'out^ n. ^vftrty to thin 
plan and the agreemen'it herein t-ffUiaitn^l i*irh the ^ttitif fttrof, tit,i\ <-frw-t im \f 
hehad snlis^iil^rf^ and af*.i«^j \/\% •<-;»! to rhiK \,\uu sthfl Uie ;i;<f <•<(/>.:,» j» Ut-r^un 



Each !=iK-h d'-p'r-itir.z fpr skNTiMfj;^ >*ft^'\^UtfUU'r uu'n-i-n fh;,t. n;¥,ft d^-i/jsn^l 
of the romn:itt*« or of *hf Od O^^ot.y 'Jru^-t r>i., tje will from tr.'^ t/^ X'.rr^ 
execute such a-*'iirr.mei:.»«. ^^tv-t-ru of Hitorut*y ttUf) otlt'r f' ••r •,;/,«''.•« «• the 
committee *hall ft^rn nf<-^*siry or trr#it/er to tttftrt'. fully *'fft^^'.si*ti tt.e trar.kfer 
of such jtt'^.^-k i^*T^ *j-'.**^ •>>. ^*i.j: ;:.jr/. of nu,t\ '/,,i%rht.ly t.».*T«!*/fi. tlje u.^iciriz 
of such fto^'lfoiif-r a .v<:rv 'o ?•*' tr ,-» n'/ri't'ff.*'t.», it'.*/\ t*e a/ "/f;, ;/..»►;.:/.<-;,• 
of the provl«ior;* tb*T*^/f, 

plan: hut It i* «-t;.*'«-»»"> •. • #'..f*'/y^i ^\ t r o t^z-n -^t of *:*' *-,it.t:..**t^ a»»^;/^ 
any re^>n>n^:*. •-. *',t .♦* »./'.-* ;./, :/>-'., vr of »;.*' ".r,::.:'Uif *:k., f^ ,Tikz,y 
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The committee shall have the power, In its discretion, from time to time, to 
extend the time within which the holders of any of the aforementioned common 
stock may deposit the same and become parties to the trust agreement, and 
in connection therewith to impose such terms and conditions as it shall see flt» 
including the making of a cash payment as a condition of becoming a party or 
parties; to provide that any member thereof may, with the approval of the 
other members, act and vote by proxy ; to prescribe the form and terms of any 
securities for the issue of which provision is made in the said plan and agree- 
ment; to declare the aforesaid offers and this plan operative if and when the 
committee shall, in its discretion, deem that the amount of the deposited and as- 
senting stock is sufficient to warrant such declaration, and the declaration of 
the committee shall be final and conclusive upon all parties hereto ; to provide, 
after the making of said declaration, if, and when the committee sees fit, and 
upon such terms as it shall prescribe, for the acceptance of the said offer by 
holders of any of the aforementioned stock not deposited prior to such declara- 
tion ; to carry out and effectuate this plan in whatever manner the committee 
shall at the time deem most expedient, and, generally, to make and determine 
all arrangements and things which, in its judgment, are necessary or expedient 
to carry out this plan ; to construe this plan and the appended trust agreement 

Any such construction by the committee, or any action under any such con- 
struction made or taken in good faith, shall be final and conclusive. Also to 
supply any defect or omission of or in this plan or said agreement, or to 
reconcile inconsistencies in It in such manner and to such extent as shall, In 
the opinion of the committee, be necessary or expedient to carry out the same 
properly and effectively, and the committee shall be the sole judge of such 
necessity or expediency ; and from time to time to make such modifications of 
said agreement as it shall consider necessary or expedient, provided it is 
consistent with its general purpose and does not change the price which the 
common stockholders shall receive for their share or the terms of the guaranty 
thereon, in case of election to accept the guaranty. The new. company shall 
have power to make any and all adjustments of interest, and dividends by It 
deemed fair and equitable in case of the exchange of any such stock or stam2)ed 
certificate for bonds, and such adjustment shall be final and conclusive. 

In the event of the resignation, death, or inability to act of any member of 
the committee, the vacancy so caused shall be filled by the remaining members 
of the committee. 

All action of the committee may be had and taken by a majority of lt» 
members. 

In no event is any claim to be made against any depositing or assenting stock-, 
holder, or enforced by way of lien, or otherwise, against any of the deposited 
or assenting stock for which such certificates shall have been issued, for or 
on account of the charges or expenses of the committee. The compensation of 
the committee and of the trustee and all expenses of the committee and of the 
trustee, in connection with the carrying out of this plan and said trust agree- 
ment, shall be paid by the new company. 

No assenting stockholder shall have any interest in any of the shares of 
stock of the New Co. or of the disposition thereof. 

The provisions and benefits of this plan and said trust agreement shall be 
confined strictly to the parties thereto, in accordance with the terms and 
provisions thereof. 

This plan and said trust agreement shall be deemed, according to Its terms, 
to bind and benefit the several parties thereto, their and each of their survivors, 
executors, administrators, and assigns. 

RiCHABD Olney, Chairman, 
Samuel Carb. 

Guy Nobman. • 

S. L. Schoonmakob, 

E. V. R. Thayeb. 

F. R. Hart, Secretary, 
17 Coubt Stbeet, Boston, Mass., June SO, 1911. 

Mr. CoLVER. Mr. Armour shared pro rata in the new stock which 
was issued, thereby increasing his stock holdings from $194,000, 
which was put in in cash, to $1,552,000, without the payment of an 
additional cent. 

This company has paid dividends at the rate of 5 per cent annually 
on the $8,000,000 of capital stock, regularly since January 1, 1914^ 
and has paid one extra dividend of 3 per cent. The net result has 
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been that Mr. Armour has received, as his share of the dividends, 
^56,950 from January, 1914, to December 31, 1917. 

The Chairman. What did the Boston man get ? 

Mr. CoLVER. And the dividends are made possible or derived from 
the charges which are made in the yards at Chicago. 

Mr. MuRoocK. Mr. Colver, Mr. Sims just asked you at that point 
what did Mr. Pegram, the Boston man, receive ? 

The Chairman. What did he receive in the way of dividends 
during this time i 

Mr. Colver. He received his salary as secretary. 

THE " BEARER- WARRANT " DEVICE. 

The Chairman. Who got the dividends on the other portion of 
the $8,000,000 of stock which was not drawn by Mr. Armourl 

Mr. Colver. That has got the riddle of the Sphynx beaten to 
death, because that company is the most remarkable company, per- 
haps, in the United States. " There is a company that nobody knows 
who owns it. There is a company that has the most amazing device 
for ownership, I think, that any of you gentlemen, or certainly any 
of us in the commission, ever heard oi. I can not tell you who gets it. 

The Chairman. Can you tell the committfee who owns that stock 
of record on the books which Armour does not own? 

Mr. CoL\TER. The stock of record on the books is owned by the 
treasurer of the company. 

The Chairman. The treasurer ? 

Mr. Colver. The treasurer of the company. 

The Chairman. As an individual ? 

Mr. Colver. As trustee. 

The Chairman. As trustee of the company? 

Mr. Colver. As trustee for the folks who own the stock. He owns 
it as trustee for the owners of the stock. The company is a Maine 
corporation, with offices in Boston, and owns stock in the company 
which owns the stock of the stockyards in Chicago, if you follow me. 

The Chairman. I follow you as far as you have gone. 

Mr. Cola'er. Every share of stock in that company is in the hands, 
theoretically, of the treasurer of the company. Tlie president of the 
company lives in Maine, and he has a share of stock. 

The Chairman. One share? 

Mr. MuRDOCK. One share. 

Mr. Col%'er. He gets a dividend of $2.50. We asked him if he 
kept it, and he said, "Oh, no"; that he had to turn that in. Every 
share of that stock, as I say, stands on the books in the name of the 
treasurer of the company, and in return for that the treasurer of the 
company issues a stock wari'ant. The stock warrant says : 

riiicago Stock Yards Co. Warrant to bearer. 

Then this warrant goes on to say 

The Chairman. Well, read it. 
Mr. Colver (reading) : 

This Is to certify that the bearer of tliis warrant is entitled to fully 

paid-up shares in the Cliicago Stock Tards Co. upon demand, and meanwhile 
to receive all dividends declare<l upon the said shares and to exercise the 
voting powers In respet't thereof under and subject to the provisions of article 
25 of the by-laws of the company, a copy of which is Indorsed hereon. [On 
the lmck.1 
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Ill witness whereof the Chicago Stock Yards Co. has caused this warrant 
to be signed by its president or vice president and its secretary or an assistnnt 
secretary this day of , . 

with blanks for the signature of the president — ^the $2.50 president, 
who does not keep his $2.50r— the secretary, and countersigned and 
registered by tlie State Street Trust Co., of Boston; and ov^er on the 
back article 25 says — now, mind you, no name has appeared here, 
none whatever. 

The Chairman. It does not show who owns the stock to whom that 
warrant is issued ? 

Mr. CoLVER. Nobody knows. 

The Chairman., I say it does not show the owner of the stock to 
whom this warrant is issued? 

Mr.CoLVER. It does not show. Now, on the back is the provision 
of how the bearer, not the owner, but the bearer, of this certificate 
may exercise the two sovereign rights of stockholders; that is, vote 
and get dividends. 

In order to get this dividend, there is annexed — I am giving you 
the substance of this article 25, and if it is a^rc^eable to vou I will 

4 \^ ft ■ 

then hand the paper to the stenographer and article 25 will go in 
in full. 

The Chairman. Have him put it in the record just as it is. 

Mr. CoLVER. I will give you the substance of it as near as I remem- 
ber it. 

AKTICLE 25. WARRANTS FOR SHARES TO BEARER. 

(1) The ooniiiany iiuiy upon the delivery to it of the certiticute for any 
fully paid up share or shares with a transfer thereof to the company issue 
for the share or shares therein .specitied a warrant or warrants entitling the 
bearer to such share or shares and providing by coupons or otherwise for the 
payment of the future dividends on such share or shares. 

(2) The shares specltied in tlie certificate so delivered up shall from time 
t() time be transferred to the company as agent for share warrants and de- 
posited with the leglstrar of share warrants and shall not afterward be 
transferred an<l no certificate shall be issued therefor except in accordance 
with the provisions hereof. • 

(8) Tile warrants shall be under the common seal of the company ami 
shall be signed by the pi-esident or a vice president and by the secretary or 
assistant secretary or some other person appointed in place of the secretary 
by tlie directors. The dividend coupons attached to the warrants shall ])ear 
the facsimile signature of the treasurer of the company which may be adoptwi 
and used by the company notwithstanding that such i)erson may havt? cease<l 
to be treasui'er at the time sucli coupons are issued. When all of the coupons 
attached to any warrant shall have been jmid a new sheet of coupons will 
be attached to the warrant upon presentation thereof to the company. 

(4) If any warrant or coui)on shall be worn out (»r defaced tht» directors 
may on surrender thereof issue a new one in its place. 

(5) The directors may uptm proof to their satisfaction of the hiss or destruc- 
tion of any warrant or coupon and upon such indemnity being given to the 
company as they shall deem adequate issue another warrant or coupon in its 
place. 

(6) The company shall be entitled to recognize the bearer of any warrant or 
coupon as absolutely entitled to the share or shares or dividend therein 
specified. 

(7) The bearer of a warrant mliy deposit the warrant at the office of the 
company or at any bank or trust company not less than three days before any 
meetng of the company and the company or the bank or trust company may 
issue to the depositor a dei)osit receipt and a voting certificate in such form 
as the board of directors shall provide. The voting certificate shall entitle tbe 
depositor to attend and vote and exercise the rights of a member at such meet- 
ing in respect of the share or shares for which the warrant or warrants have 
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been so deposited and to receive at or prior to the meeting such proxy or instru- 
ment as may be necessary to enable him so to do and after the meeting the war- 
mnt or warrants shall be returned to the bearer of the deposit rceipt upon 
surrender thereof. * And in respect of all shares specified in any warrants that 
slinll not have been so deposited the treasurer shall attend and vote and exer- 
cise the rights of a member in such manner as he and the president of the 
company shall agree. 

(8) If the bearer of a warrant shall surrender it together with the unmatured 
coupons thereto belonging and request in such form as the directors prescribe 
that he be registered as a stockholder or member in respfect of the share or 
shares specified In it the company shall transfer into his name the" share or 
shares specified in the certificate of shares originally delivered up in respect of 
which said warrant was issued and shall Issue a new certificate therefor. The 
registrar of share* warrants shall transfer from time to time shares deposited 
with it as aforesaid in such manner as may be necessary to give effect to the 
foregoing provisions. And all transfer agents and registrars of the company 
shall be relieved from all liability in respect of such transfers. 

(9) The company shall appoint a registrar of share warrants who shall coun- 
tersign and register all warrants before they are issued no warrant shall 
be valid unless so countersigned and registered. 

(10) The company may appoint agents in Boston or elsewhere with full 
power and authority to do all things that may be necessary to carry out and 
give effect to the foregoing provisions respecting the share warrants and to vest 
in the holders of such warrants the rights and interests* specified herein. 

Mr. DoREMus. Would it bother you if I asked you a question right 
there? 

Mr. CoLVER. Certainly not. 

Mr. DoREMUs. After this stock was increased to $8,000,000, and 
after Armour had gotten his rake-off in the form of additional stock 
certificates, the balance of the increased capital stock was issued in 
the name of the treasurer of the company as trustee; is that correct? 

Mr. CoLVER. No; from start to finish the stock of that company 
took the form of these stock warrants, and the Armour stock and all 
the stock took the form of stock warrants, and all of it, the $8,000,000, 
is in the hands of the treasurer, theoretically. 

Mr. DoREMus. It stands on the books of the company to the credit 
of the treasurer, as trustee, does it not? 

Mr. CoLVER. Yes ; and there is no record in any book of any owner- 
ship by Armour or any other individual. 

Mr. DoREMXjs. Have you examined the treasurer of the company? 

Mr. CoLVER. Yes. 

Mr. DoREMus. Will he not tell you who the real owners are? 

Mr. CoLVER. He does not know. 

Mr. DiLLox. May I ask you a question at that point? Who got 
the money on those warrants? Do not the books disclose that? 

Mr. Sweet. The dividends. 

Mr. Sanders. Let him explain how the dividends are collected, and. 
then we will all know how they got the money. 

Mr. CoLVER. Yes; I am coming to that. First, how to get your 
dividends if you have one of these stock warrants. 

Mr. Montague. Is there a distinction in that concern between a 
stock certificate and a stock warrant? 

Mr. CoLVER. All the difference in the world. 

Mr. Montague. Has the stock warrant any voting power? 

Mr. CoLVER. I said I would now tell you how, under article 26, not 
the owner of this warrant, but the holder of this warrant may exer- 
cise the two rights of stockholders — ^to vote and receive dividends. 

Mr. Montague. Do you have a voting trust? 
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Mr. CoLVER, A voting device. I would not call it a trust. Let mo 
come to that, please. 

Mr. Montague. All right. 

Mr. CoLVER. I beg your pardon, but if I say no, when you ask about 
a voting trust, I do not know whether I have answered correctly, but 
I will tell you how they do it, and then you will see. 

Mr. Sanders. I would suggest that the gentleman tell us how they 
vote and then how they draw their dividends, and then we will all 
understand it without any questions. I understand they are payable 
to holder. 

The Chairman. To bearer. 

Mr. Sanders. To holder or bearer ; it is the same thing. 

The Chairman. One thing which does not seem to me to be ex- 
plained is whether or not the $8,000,000 paid, or supposed to be paid, 
is in the treasurv of the company as cash or otherwise? 

Mr. CoLVER. It was not even supposed to be paid in. One million 
dollars was paid in. 

The Chairman. I know that, but I am referring to that $7,000,000. 

Mr. CoLVER. The other $7,000,000 was the plan that was put in the 
files, and that makes $8,000,000, and then you have $8,000,000 of 
stock and the treasurer has got that. 

The Chairman. And the dividend applies to the $1,000,000 cash 
paid in as well as the $7,000,000 plan. 

Mr. CoLVER. Oh, yes; the $7,000,000 is just as valuable for dividend 
purposes as the $1,000,000 in cash. 

Mr. Montague. The $7,000,000 is water, is it not? 

Mr. Parker of New Jersey. Seven million dollars of it is water, he 
said. 

Mr. CoLVER. Yes. 

Mr. Sanders. He has already stated it was absolutely water and 
that there was no vahie behind it, and any stock issued with no value 
behind it is water. 

Mr. CoLVER. Only such value as there may be in a prospectus. 

Mr. Sanders. The whole, $8,000,000 of stock was issued to the 
treasurer, and then these warrants went out to the individuals. 

Mr. CoLVER. Exactly so. Now, then, following the device as ex- 
plained in this article of the by-laws. No. 25, of this company, first 
we are going to develop two things : First, how they vote the stock, 
and then how they get the money, and both things are provided for 
in this section 25. I can tell it to you quicker than read all this 
verbiage, because it was drawn up by a very good lawyer. 

Annexed to the stock warrant, then, is a sheet similar to the kind 
you will find on your good old Liberty bond of coupons, and section 
25 provides that when you have used up your coupons you can send 
in and get a new sheet. The coupons on this original document here 
are numbered from No. 1 to No. 40. To collect the dividend you 
tear off this one [indicating] and then this one, and so on across the 
bottom row, beginning at the lower right-hand corner. 

The dividend coupon reads as follows : > 

Dividend coupon No. 1. 
Chicago Stock Yards Co. 

For dividend No. 1, on sliares in the Chicago Stock Yards Co., 

represented by bearer, warrants payable at the office of the company on or 
after the date upon which the said dividend shaU be payable. 

F. R. Pegbam, Treasurer, 
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You will notice it does not give the number of the bearer warrants. 

Mr. Pegram is the man who had the $7,000,000 plan. 

Now, section 25 provides that the holder of this piece of paper 
t5uts this coupon oflTand without indorsement and without anything 
to show what it is worth or what the dividend was, puts it through 
any bank for collection, and in due time the proceeds come back. 

Now, at the other end of the line the treasurer of the company 
^epo^its in the bank in Boston the dividend on all the $8,000,000 to 
the credit of their dividend account, and as the dividends come in 
from wherever they may come in 

The Chairman (interposing). As the dividend coupons come in. 

Mr. CoLVER. As these coupons come in from wherever they come in, 
the bank's check goes back to satisfy the coupon in the amount that 
the bank has been notified the dividend is per share. So that the 
company and the treasurer have not the sligntest knowledge and no 
way of knowing who got the dividend, and the bank's check need not 
come back payable to anybody but bearer, or it can come back pay- 
able to anybody who happens to be able to inclose that coupon and 
ask that the dividend be sent to him. So I say that when you asked 
me what the Ownership of the rest of this stock is, I said that that 
had Sphinx beaten as a riddle, because you can not tell. 

Now, how do you vote it ? 

It is provided in this section 25 that if this bearer warrant is de- 
posited in any bank or trust company in the United States, and the 
bank or trust company shall give a certificate that this paper is so 
deposited in their custody, then that certificate may be used as a 
proxy and voted at a stockholders' meeting, but the certificate does 
not lieed to say who deposited the warrant. Perhaps, legally, that 
bank is voting as a proxy. There is nothing to disclose who does 
vote. 

If I owned this warrant, and this were a real one instead of a can- 
celed one, I might take the train, go down to North Carolina, get off 
at the railroad station, call the first man I met on the street, ask him 
to take this over and deposit it in the bank and get a certificate that 
it was there, and under the section of the by-laws, here, he could 
do that^ come back, hand me the bank's certificate, and I could take 
the train and come back here, mail the thing into Boston, and it 
would be voted, and it would be my proxy and be that stock voting. 
There would be nothing in the world to show who I was or anything 
about it. 

That is a rather long diversion from the subject of stockyards, but 
it is interesting and curious. Sometimes it seems curious that such 
devious methods are necessary. Of course, it is interesting to Con- 
gress in viiew of the legislation which is coming forward now to think 
that there is not an income-tax law on earth that could reach that. 

Mr. Sweet. This corporation was orgahized under the New Jersey 
laws? 

Mr. CoLVER. Maine. 

Mr. Street. Have you found any other organizations of this 
eharaQter in connection with the packers? 

Mr. CoLVER. No. 

Mr. Sweet. Or stockyard companies? 

Mr. CoLVER. No; this is a novelty. ' 
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Mr. WiNSLOw. The money due on those coupons is evidently paid 
to somebody. 

Mr. CoLVER. Yes. 

Mr. WiNSLOw. And the coupons are deposited somewhere by some- 
body for collection. 

Mr. CoLVER. Yes. 

Mr. Win SLOW. Why can not you trace back to the depository bank 
that makes the collection and find out for whose account they col- 
lected? 

Mr. CoLVER. Because I could take that coupon and walk to the 
window of the paying teller of that bank and take cash. It re- 
quires no endorsement and requires no identification. 

Mr. Win SLOW, While that may be so, the chances are they do^ 
not carry it that far. 

Mr. CoLVER. No; but, in fact, this is how far they do carry it, if 
you will pardon me, to send it to an agent in Boston who himself 
goes to the bank and gets the check or gets his cash which is not 
identified. As a matter of fact, under oatli, the oflScers of that com- 
pany do not know who gets the dividends, and there is not a scrap 
of record in their records which shows who their stockholders 
are. 

Mr. WiNSLow. They may not want to know, but if you do want 
to know, do you not imagine you could trace some of those back to 
the source? 

Mr. CoLVER. There was never a more determined effort — and I 
think able effort — made to discover the stock holdings of a com- 
pany than was made by the commission with respect to this com- 
pany. 

Mr. WiNSLOW. And they are willing to go on record as having 
abandoned it because they could not put it through ? 

Mr. CoLVER. No; we do not go on record as having abandoned it. 
We go on record as reporting progress. We have got some informa- 
tion. 

Mr. Parker of New Jersey. Did you try the State Street Trust 
Co.? 

Mr. CoLVER. Yes. 

Mr. Parker of New Jersey. Did you find out who the State Street 
Trust Co. paid ? You said they paid these things ; that they get the 
whole dividends, and then distribute them. 

Mr. CoLVER. In some cases the State Street Trust Co. sent bank 
check to other banks. 

Mr. Parker of New Jersey. I say, did you examine the State 
Street Trust Co. to find out where the money went to? They got 
the whole dividend and it disappeared, according to your stat^ent. 
Did you examine their officers? 

Mr. CoLVER. Yes. But they do not know. I say the thing came 
in from other banks for credit to the other banks, and they say they 
paid it to a bank. 

Mr. Parker of New Jersey. To another bank ? 

Mr. CoLVER. Yes. 

Mr. Parker of New Jersey. Any large amount paid a bank could 
be traced to the bank to whom paid. Money always leaves a trail 
behind it. 
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Mr. CoiATER. I beg your pardon. 

Mr. Parker of New Jersey. They say money always leaves a trail 
behind it, so to speak. 

Mr. CoLVER. I know it does, but when you start the trail through 
a series of institutions in the country over which the Federal Trade 
Commission has no jurisdiction and no right to ask for their records, 
then the trail is lost ; it is like walking into the river. 

Mr. Dewalt. Do they not have to collect those coupons after the 
customer has presented and cashed the coupon by depositing a memo- 
randum in connection with the coupon in the bank ? Otherwise, how 
do they get around the taxes under the internal-revenue require- 
ments f 

Mr. CoLVER. How do they get around it ? I did not say they got 
around ^the internal-revenue tax on the corporation, but I said you 
could not write an income or personal tax law that would catch that 
dividend. 

Mr. Dewalt. As I understand it, we have here a person depositing 
a coupon in a bank to be collected, and to that coupon we have to 
attacn a slip which they make out and send along with it. There is 
no such thing as blind cashing of a coupon as you would " cash " a 
dollar bill or change it. You have got to show the source from 
"which that collection is mac'o, hy whom it is made; how do they 
defeat that? 

Mr. CoLVER. Maybe Mr. Hoper found them ; we did not. They are 
not in the company's books and they are not in the company's 
record. We can not go into the bank's records. 

Mr. Sanders. Can you not go into the returns under the law on 
income taxes? Is it because they are not public property? 

earnings ox CHICAGO STOCK YARDS OPERATIONS. 

The Chairman. Mr. Colver, right there : If you have finished that 
explanation — ^I do not want to break in on you-^what do the books 
of the Stock Yards Co. show that they have received as fees, as com- 
missions, or in whatever name they give their receipts? Do not 
their books show how much money they have received as a Stock 
Yards Co. ? I mean from the ordinary functions of the Stock Yard 
Co. for the services it renders. 

Mr. Colver. You see, this Maine corporation was formed for the 
purpose of owning stock of the New Jersey corporation, and its re- 
ceipts are the dividends on the stock that it owns of the New Jersey 
corporation. 

The Chairman. I know ; but the receipts of the Stock Yards Co. 
itself, where it actually receives the stock — physically receives— is 
there not some record to show what money that company receives in 
Chicago for the services they are performing? 

Mr. Colver. Oh, bless you, this Chicago Stock Yards Co. does not 
receive any money in Chicago and does not run the stockyards in 
Chicago. It hands the stock to a company which owns the stock of a 
company which operates the yards in Chicago. 

The Chairman. The one that operates the yards pays its money 
over when it receives it from this other company? 

Mr. Colver. Yes. 

The Chairman. That company actually operates the yards. Does 
it not show what it receives tor that part of the operation ? 
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Mr. Colver: Oh, yes. 

The Chairman. How much does that amount to? Does it amount 
to 5 per cent on this $8,000,000 ? 

Mr. Colver. Oh, there is no question there. It is perfectly easy to 
find out from the books wjiat these dividends were. But all I said 
was that you can not find out who got them. 

The Chairman. If it goes to surplus and is not distributed in the 
way of dividends, does it show the fact of its distribution in the busi- 
ness, its financial status? 

Mr. Colver, I think perhaps we have something about the financial 
condition of that company. 

The Chairman. They make 40 per cent and only pay out 5 per cent 
in dividends. What I wanted to get was to see whether the 5 per cent 
on this $8,000,000 only covers pay for services actually performed 
for which they received actual money. 

Mr. Colver. The 5 per cent represents 40 per cent on the $1,000,000 
that actually was paid in, if that answers your question ? 

The Chairman. The 5 per cent on $8,000,000? 

Mr. Colver. Yes; that is 40 per cent on the $1,000,000 that was put 
in — if that answers your question? 

The Chairman. That is all right. I will not ask you any further. 
Go ahead. What I am trying to find out is whether the operating 
company at Chicago received more money than it transferred to 
these other companies if figured out in dividends. 

Mr. Colver. Oh, I see. The operating company in Chicago doep 
receive more money and accumulates surplus, and it passes the money 
on to the overlying or holding companies in the form of regular divi- 
dends and extra dividends from time to time. 

The Chairman. Do they not know then what the patrons of that 
company, whose stocks are handled through it, actually pay out? 
They have to have a record of the financial transaction of that par- 
ticular company. Have you got that? 

Mr. Colver. Oh, yes. The financial transactions of the operating 
company in Chicago ? Yes, we can give you that. 

The Chairman. You will please put it in as a part of your 
hearings. 

(The statement referred to was subsequently furnished by Mr. 
Colver and is here printed in full as follows:) ^ 

THE CHICAGO STOCK YABDS. 

The conduct of the Chicago Stock Yards is involved in the operations of five 
corporations. The affairs of these corporations, their finances and receipts* 
disbursements, are intermingled to such a degree that the commission's repre- 
sentatives worked three months to straighten them out. 

The result of this work, as briefly stated as is possible, makes a volume of 
report. For the purpose of a response to the committee's request, the follow^ 
ing statement is inserted in the record of the hearings at this time. 

This statement is not a reply to the question as it refers to the scale of 
charges paid by producers of live stock, nor profits made in the operation of tUf^ 
stock yards. However, since the revenues of the three operating companies 
and the two holding companies are derived solely from charges laid upon the 
live stock, directly and Indlretcly, the relation of charge to service performed, 
is Indicated. 
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The five companies are — 

(1) The Union Stock Yards & Transit Co. of Illinois. 

(2) The Chicago Junction Railways & Union Stoclc Yards Co. of New 

Jersey. 

(3) The Chicago Junction Railway Co. of Illinois. 

(4) The Chicago Junction Railroad Co. of Illinois. 

(5) The Chicago Stock Yards Co. of Maine. 
Investigation of these companies has developed that — 

1. The Union Stock Yards & Transit Co. of Illinois was Incorporated in 

1865. This corporation Is actually an operating company engaged 
In furnishing facilities for the marketing of live stock at the Great 
Central Market In Chicago. The entire stock of this company Is 
owned by the Chicago Junction Railways and Union Stock Yards 
Co. of New Jersey. 

2. The Chicago Junction Railways & Union Stock Yards Co. of New 

Jersey was Incorporated In 1890. It was formed as an Investment 
company for the purpose of acquiring the stock of the Union Stock 
Yards & Transit Co. of Illinois. It finally succeeded In acquiring 
full ownership of this stock In 1913. 

This company owns, In addition to the above stock, all of the 
stock of the Chicago Junction Railway Co. of Illinois and of the 
Chicago Junction Railroad Co. 

3. The Railways Co. was formed In 1898 for the purpose of acting as 

an operating company to furnish transportation and switching 
facilities to the shippers sending live stock or other products to 
the packers located in and around the Union Stock Yards. 

4. The Railroad Co. Is the name given to the elevated railway line which 

operates within the stockyards for the transportation of pas- 
sengers. 

5. The Chicago Stock Yards Co. of Maine was Incorporated In September, 

1911. It Is also an Investment company. This company owns 
31,100 shares of the common stock of the Chicago Junction Rail- 
ways & Union Stock Yards Co. of New Jersey. The stock thus 
acquired by the Maine company represents less than 50 per cent 
of the outstanding common stock of the New Jersey company, of 
which there Is 65,000 shares. 
It will be seen, therefore, that there has been created a sui^erstructure on top 
of the companies which operate the yards and railways In Chicago, consist- 
ing of — 

(1) A holding company organized under the laws of New Jorsoy in 1890. 

(2) A st»cond company organized imder the laws of Maine in 1911, which 

surmounts all of these companies, though actually owning less 
than 50 per cent of the common stock of the New Jersey company. 

It should be noteil that this is a peculiar situation in that the Maine company 
is neither an operating company nor is it actually a holding company In the 
.full sense in which that term is usually unclerstood, since it does not actually 
own even a majority interest in the New Jersey company. It would hardly be 
expected, therefore, that the control of the New Jersey company (and through 
it of the underlying operating companies) would rest in the Maine company, 
yet such is the fact. 

The public hearings and the examinations of the commission disclosed that 
the Maine company had been organized In 1911 by F. H. Prince, of Boston. Mr. 
Prince associated with hiniself Mr. J. O. Armour, of Chicago, 111. Mr. Prince 
liad In 1910 begun to actiulre stock of the New Jersey company and had t^ecured 
13.000 shares for the joint account of Mr. Armour and himself. Mi'. Prince 
owned, in addition, about 20,000 shares, the 13,000 shares having been acquired 
under the terms of a syndicate agreement at a price not to exceed $160 a share. 
He had also submitted a proposition to the common stockholders of the New 
Jersey company whereby the latter were to be guarantetnl 9 iht cent divi- 
dends on their stock, provided they would surrender their rights to any 
ndditional earnings, also to the surplus earnings of the New Jersey company 
and of the underlying companies. 

Mr. Prince's plan proposed the formation of a new company, which was to 
have a paid-in capital of $1,000,000 in cash, which was to serve as a guarantee 
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fund to insure the payment of the 9 per cent dividends, the regular divideiid 
paid heretofore by the New Jersey company having been 8 per cent. As an 
alternative to accepting this 9 per cent guarantee on their stock, the common- 
stock holders were offered 5 per cent bonds of the Maine company at the ratio 
of $200 in bonds for $100 par value in stock. The bonds of the Maine com- 
pany would, therefore, net each former holder of one share of stock 10 per 
cent in interest instead of 8 per cent dividends. 

The Maine company has acquired 31,100 shares of the New Jersey company 
stock through exchange of $6,220,000 of its bonds for this stock. The bonds are 
secured only by the stock thus acquired and the interest on these bonds plus the 
9 per cent guaranteed dividends on the 33,897 shares of stock which accepted 
the guarantee provision is paid out of funds wh^^h the underlying companies 
provide. The Maine company has no other source of income other than tlie 
interest which it receives from the $1,000,000 cash fund and which interest does 
not amount to enough to pay the salaries and expenses of the Maine company. 

The underlying companies are required to furnish funds not only for the 
bonds and the guaranteed dividends, but since 1914 they have contributed addi- 
tional funds to pay a regular dividend of 5 per cent on $8,000,000 of stock Issued 
by the Maine company, and one year an extra dividend of 3 per cent was 
paid by the Maine company on its stock. 

(A further statement of stocky ords earnings was subsequently 
furnished by Mr. Colver and is inserted in the record.) 

Mr. Colver. This is a long diversion. We were trying to tell you 
who owns the stock of that company, and I think eventually we will 
find out. 

TRACING OWNERSHIP OF CHICAGO STOCKYARDS. 

This stock which we have just been talking about — ^the stock that 
the $1,552,000 worth of stock, which represents the $194,000 which 
Mr. Armour put in — we are tracing that transaction — and upon 
which his annual dividends are $77,600 a year on the $194,000 has 
laterally been transferred — not the stock, mind you; not the war- 
rant, but some ink on the b.ooks as set up an investment, a statement 
of an investment of this amount of money in this Maine corporation; 
and it is now carried on the books of the Armour Co. as an asset of 
the Armour Co. under the title of " J. O. Armour No. 4 account." 

So that finally he gets that much of it back to the Armour Co. It 
is a long and interesting story how that was finally gotten back 
there; but it was gotten back. 

During the days that this particular tracing was being done was 
the time when the greatest uproar, the greatest complaint, was made 
that the commission would not let other witnesses be called and that 
the commission would not allow counsel to come in and examine wit- 
nesses. When Ave were very close to this discovery, during that time 
when we were trying to find out who this company was and what this 
company was, the commission carried on a telegraphic correspondence 
with the president of this company — that is, the commission thought 
it did — at an address in New York. We telegraphed to the Boston 
office of this company — to the president — and we got an answer from 
New York signed by his name, and we carried on a telegraphic corre- 
spondence with him ; and then when we followed him down here some 
months later and put him under oath and asked him where he was 
during those days, he said he was in Portland, Me. 

Mr. SiT.VENs.*Had he not really signed those telegrams? 

Mr. Colver. No. He was not in New York; he did not know any- 
thing about it ; he does not know anything about this company. 

Mr. Sanders. Who was this president? 
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Mr. Dewalt. Do you know him? 

Mr. CoLVER. No. He is a clerk in the corporation — one of these 
concerns which have the necessary main office of a corporation which 
attends to business in another State — ^a corporation trust company or 
something like that ; he is a clerk in that office. 

Mr. MxTRDOCK. I would like to say to the committee that there was 
just one human side light for the purpose of this record. Mr. Pe- 
gram is an upstanding New Englander, a clerk, receiving $1,600 a 
year, and has received .that for many years. He is the treasurer of 
this company. I remember that there passed through his hands mil- 
lions and nuUions of doljars yearly, which he might have diverted, 
and I think, without saying that he never did divert a single cent, 
that he still draws his $1,600 a year. 

The Chairman. Was the treasurer of the company selected up in 
Maine on account of physical nearness to Chicago ? 

Mr. CoLVER. That was the president. [To Mr. Murdock:] The 
secretary is a Boston man, is he not? 

Mr. MuBDOCK. I have forgotten. 

Mr. Dewai/f. Mr. Chairman, the statutes of the State of Maine re- 
quire the office to be there to make the corporation legal. 

The Chairman. But this is a corporation formed in Chicago. 

Mr. Hamilton. Mr. Murdock, I do not suppose any credit attaches 
to a man for not taking something which does not belong to him? 

Mr. Murdoch. I did not mean that. He was a f aithnil clerk who 
did what he was told to do, and there passed through his hands in 
this unusual manner millions and millions of dollars. 

Mr. Hamilton. Your point is that he ought to have gotten a better 
salary ? 

Mr. Murdoch. I should say that for all that service he should have 
gotten more than $1,600 a year. 

Mr. CoLVER. This Mr. Pegram is the man whom the records show, 
the sworn returns show, was the man who turned in the $7,000,000 
plan and got the $7,000,000 stock. We asked him if he " got it," and 
he said, " No ; that is, not really got it.-' 

Mr. Murdock. I think you ought to say for Mr. Pegram that he 
received the plan from some one else and turned in the plan which 
was not his, and received $7,000,000 for it, the $7,000,000 not being 
his. 

The Cmair^ian. He was the personal conduit through which the 
transaction was performed. 

Mr. CoLVER. Of course, Commissioner Murdock, when you say he 
received $7,000,000, you say it in a Pickwickian sense. 

Mr. Stephens. Mr. Colver, have you any suspicion who owns that 
$7,000,000 stock? 

Mr. CoLVER. Who owns it? 

Mr. Stephens. Yes, sir. 

Mr. Colver. Well, we just showed you the increase of Mr. Ar- 
mour's $194,000 to $1,552,000. You see that is 8 for 1. All those 
who participated or who owned the first million got pro rata the 
$7,000,000 of unearned increment, anyway. 

Mr. Stephens. That would be the natural deduction. 

Mr. Colver. The Armour transaction was traced, and it does figure 
out ; and that is the natural thing, and it is the only thing that could 
liave happened. 
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Mr. Sanders. Have vou examined the people concerning whom you 
have suspicions and asked them if they have the stock, under oath? 

Mr. CoiiVER. Yes; but I am sure you will relieve us from stating 
suspicions to the committee. 

Mr. Sanders. I say, have you summoned the parties whom you are 
suspicious of owning this stock — put them on oath and asked them if 
they own it ? That would be one way of getting at their interests. 

Mr. CoLVER. I can not say that we have put all those whom we sus- 
pect of possible ownership under oath. 

Mr. Sanders. Have you put the other packers under oath — say. 
Swift & Co., Cudahy, and Wilson? If you suspicion them owning 
the stock, why have they not been summoned, sworn, and asked either 
to admit or deny it? 

Mr. Colver. Because this does not seem to be so important a mat- 
ter — the ownership or the percentage of ownership, or whether or 
not there is ownership in those Chicago yards does not seem to be an 
essential thing, in view of the fact that common ownership has been 
shown, before you came in, in 32 other cases. 

Mr. Sanders. I understand that but then you do not want ta 
state your suspicions, you say. If I was suspicious that you owned 
some stock and I wanted to find out as to the fact, if I had the 
power to summon you and swear you to tell the truth or lie about it, 
that is one way I would get at it. 

The Chairman. Mr. Colver, there is no evidence in this record, 
so far as you went^ that would indicate that any of the other packers 
owned stock in this company except Armour? 

Mr. Colver. There was not any evidence in the record that he did. 

The Chairman. There is nothing in the record to base suspicions 
on except the facts as you have stated them? 

Mr. Colver. We 'did not go into this any further, because, having 
gone through this company and found out its relation to the Chicago^ 
Stockyards and having determined what it finally amounted to as 
an earning thing, and having gone to the next underlying company 
and got that — its financial transactions — ^we did not stop, in the 
hurry to get over more important things, to run down individual 
ownerships and put people under oath to cross-examine them, and 
all that sort of thing, because what we were after was not whether 
this, that, or the other man did or did not own stock in this, that, or 
the other company and made a lot of money or a little money — ^that 
did not seem to be the interesting thing. 

The thing which seemed to be interesting was that we would be 
able to chart to you, if you wanted to hear it, the interrelations and 
entanglements and alliances and what they earned, knowing that 
everything that they owned must come in the last analysis from one 
of two sources — ^must either come from the farmers and producers 
of the stock who used these yards or from the consumers of the meat 
and other products of the live animals which passed through these 
yards, and that is all we were interested in. 

The broker who was buying this stock up of the old, the original 
Chicago Stockyards Co. wrote to a stockholder and said — and he was 
buying the stock which later turned up in the collection of stock 
which we traced down through those transactions, so that at least 
he was acting for Armour, apparently — and this broker said, " This 
Maine corporation which is to guarantee the stock will be controlled 



GOVEBKMENT CONTROL OP MEAT-PACKING INDITSTHY. 170 

by the packers " — plural. And we find " packers and packers " niorj- 
tioned through this correspondence. 

Mr. Sanders. Is it not a reasonable assumption, then, that thoy 
owned the warrants? 

Mr. CoLVER. Yes. But up to now we have not brought ttMHunip- 
tions to this committee, and we have not brought suspicions hero. 

Mr. Sanders. That is what I am getting at. 

Mr. CoLVER. And we have not even brought conclusionH. 

Mr. Sanders. If you wanted to find out who owned the warrnntn, 
why did you not summon the men as to whom the suspicionn poinicHl 
and question them under oath as to whether thev owned thcm'# You 
stated you made every effort to find the ownersnip of thoHO warrantn 
as the most direct method of finding the ownership of thiH «t(K;k* 

Mr. CoLVER. Assuming that we had wanted or had felt that wo 
had the time and that it ^as essential and necessary to run down 
further this stock-warrant ownership, of course, we might have 
followed your suggestion. 

With respect to all these joint schedules, we sent for thcjir nUn^k 
ownership of all sorts, covering such items as this. Th(m». Hchi'duhn 
so sent out by the Federal Trade Commission are in and of ihitnu 
selves equivalent to sworn statements. So that is aJ>out the name jw 
putting them under oath. Mr. Armour's statement when ndunu'A 
did not have these warrants on it. The other n?turns likewi.-:^; did 
not have any accounting on these warrants at all on them* 

We might have gone further, but, as I say, it did nr/t w^rr/i Uf }/#? 
the thing we were after. We were trying to show you ^ hat t,h^^ op^^r- 
ation of these yards are, what the earnings of the yard.H anj, wh»t 
the interrelation of the yards are, too, and how thf? own^^r-hio of t^^ 
yards has been and can be used, not so much the iuf\\v'ulufi.\ or>uf',r- 
ship at that time. The commi^-ifion had no hrutt a^ain.-.t a/»y u^^u; 
the commission had no hrief against any company; it wa^ n^yt tr7»r.i( 
to prove anything. 

So much for tMs three-story company, 

JERSEY flTY JiTrx K YAlrTJ^ CO. A^U TlfK K^Ktf^fiOAt^. 

The outstanding 5-tock of the Jftr-^^y City Ht/y"ky?>r''U (^r. i>. 
$500,000. These vard- ar^i lea-ed from thf: IV,nr»-7!'/;»r»ii* U^,.ro<^r\ 
and are controUeJ by J, 0</'lftn Armour bolrjinsr ^/^/x/^, jk-t ^'^r.t »r»4 
Swift & Co. owning 1% p^r rf^Tit. 1 he comf^j^ny <^t^rfAf\ fp^f^^tttor.^ ir» 
February, 1913. and d: i r.«j-;r.f^-jsi for v,x rr>/'>n*h^. Ir^'fox'^ ^^^^ fci^^,.tc^\ 
stock was paid in; that \h. any mon^^r wa-? p^i^\ \u. \t fr.;*^ t.u,^, tf,>, 
earnings haii arr.onrit«=rd to f-r.oi.cr^t to j/^y j*i f\r^\'»f'r,^\ of ^,WJ//k 
Then S^S.C'*^) additional wi.-. y^A \u if>r ftt^/"k. %rf\ ^o f»f a-- ^^r* 'a 
found thi* is the on. 7 ar.'.0',r.t t;.^f. vi>'^ ^^-v-'T p<i>J .:.*o f(,^f f'/,xirr*\^. i. 
Of the SXm) shar*=^ i->'].«>ri >ir. f.%<> p<ir 9i»i.iA of .«//; v,<^, '^uAf<» rr.Ar ^ ^ 
a total i^ii^ of -^^'S'X./jX.or.. ^ *l'/-».r/>0 v;^^ .^-••>M for ^j* r». ^r,4 ^f "' it 
SIOOjOOO. $4f!JX>0 m.iT r,*» fnivij /^r>r.''\ '>rM ;>- i» 3:t//^»< ^\. s.')/*r./'J. ,r^-'- 
much as the :84itJ»' ^^i* <*j»rr.erj r/^.ior^, f^r.jrcry r*-* v^,/) ,rr ;»ryJ v/ 
that a stockbol.ier -v r-.o'.r, pf* ^.-.^r ^r./v^.-Sf ^r* wv...! .-/^//^..a :» ;:,-»o 
rata owner of tr.e i4s.i\Kh . r. ^j» - o- ♦•■'.'* ^ '^^n-r.-.H v, ''a ^.o-^r ^ ca %^.^' /^> 
S400jOOO. repr>*serr^ no 'r. ''*'-rr.;i*r.t v.»^j*» -Ar. 

Now, we are on. 7 foi.O'v..^^' *'.'^ -^if^n-.ikr.t ^^'r,\f \r* ^^r-W ''/V '^^ 
velop tbt9t yard^ 'irn't ma^c^ *.'.«>r.'k *lV.^ ^v.t tf* tm-' i'/^^n r^r^-^'j-*^'^/ %t 
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great expense and great sacrifice for the packers to take theni 
over " — that is the statement that I read to you in the beginning, and 
that is what we are examining and keeping in mind. 

Of the $296,900 of capital stock owned by the Armour interests in 
the Jersey City Stockyards Co., the initial cash investment was 
$59,380. But before this amount was paid in, the dividend of $24,780 
was paid to the Armour Co. or the Armour interests. The net earn- 
ings of the plant from February 12, 1913, to December 31, 1916 
— when our investigation ended with respect to this company — ^four 
years, was $594,764.14. 

During these years dividends amounting to $342,000 were paid to 
the stockholders. Of this amount the Armour interests received 
$203,148, and that was $143,768 more than the total investment — and 
that was in four years 

The Chairman. Are you through with that particular yard — ^that 
is, have you finished your statement about that particular yard? 

Mr. CoLVER. That particular yard? 

The Chairman. Yes. If so, I want to ask you a question. 

Mr. CoLVER. I have finishea with that. 

The Chairman. You say that this stockyards company leased these 
stockyards from the Pennsylvania Kailroad Co. ? 

Mr. CoLVER. Yes. 

The Chairman. When were they leased ? 

Mr. CoLVER. February, 1913. 

The Chairman. Do you know what the Pennsylvania Railroad Co. 
received as a rental for those yards? 

Mr. CoLVER. Yes. 

The Chairman. I want to know what it is? 

Mr. CoLVER. That is an interesting thing. I think an indictment 
has come out of that transaction. 

The Chairman. I did not know anything about that. ^ I want to 
know what the company gets for leasing its own facilities out that 
way to a private corporation. 

Mr. CoLVER. The rental paid to the Pennsylvania Railroad under 
this lease is $25,000 a year. 

The Chairman. Do you know how long the railroad company has 
owned yards before, and whether the railroad company built the 
yards themselves? 

Mr. CoLVER. They were railroad-owned yards, yes. 

The Chairman. A^Hiat is the reason given, if you know, why the 
Pennsylvania Railroad Co. leased the yards instead of continuing to 
operate them — the railroad is itself a public utility? 

Mr. CoLVER. Something like the case of the Katy yards down in 
Hodge, Tex. 

The Chairman. Well, we want the truth, the facts. This is abso- 
lutely pertinent to this examination. 

Mr. CoLVER. Well, the Armour people approached Mr. McCabe, 
the third vice president of the Pennsylvania Railroad Co., by ad- 
dressing a letter to him at Pittsburgh, the letter being written by Mr. 
AUerton, of the Armour stockyards interests, from Pasadena, Cal., 
and that letter bears on the progress made in securing the interest 
of Armour & Co. in the Jersey City yards. 

The Chairman. What is the date of that letter? 
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Mr. CoLVER. That is January 13, 1913. I have not the full letter 
-with me, but I have an abstract and I can bring the entire letter. 
We have it if you want it. 

The Chairman. You can put the entire letter in your hearing. 

(The letter referred to was subsequently furnished by Mr. Colver 
and is here printed in full, as follows:) 

South Pasadena, Cal., January 13, 1912. 
Mr. D. T. McCabe, 

Third Vice President Pa. Co., PittBburgh, Pa. 

My Dear McCabb: I have just received a statement from Mr. Oliver showing 
that we were three thousand cars short on the Pa. & Fort Wayne R. R. and 
about fifteen hundred cars on the P. C. & St. L. R. R. out of Chicago. We have 
made a big increase in our local business, but we are short out of Chicago 4,500 
cars. The through cattle that are shipped out of Chicago are shipped mostly 
by S. & S. United Dressed Beef Co. and the New York Butchers* Association, 
and Ed. Marse, who bought out Stearns, who used to ship with us about 4,000 
cars per year. The New York Central tried to get him a.way from us, but 
ttey could not do so, until they got Marse to buy him out. 

No man can ship cattle from Chicago to New York unless he has an abattoir. 

We have to ship a few cattle in February to our butchers. We always expect 
to lose about $20 per car. 

Now, the real question is how are we going to make up this shortage. There 
is but one way to do it, and that is to get Armour in Jersey City, and then we 
will get the New York Butchers' Association's cattle which will put us in good 
shape and I feel sure then we will maintain our percentage for years to come. 

I think next spring I can get Armour to take hold of Jersey City; our people 
want him, but tlio trouble is that it will cost one and one-half niillicm clollara 
to build an abs'.ttt)ir at Jorst^v City, mid onr pooplo do not like to advance the 
money, and Armour does not like to put the money out on leased ground, but 
I think I could make an arrangement with Armour to lease the ground for the 
abattoir, and he build the abattoir, and the Pa. Railroad would take it otT 
his hands at the end of the lease with two per cent depreciation, and I think 
our i»e<iple wouhl have to lend him about one-half of the m<mey to build it. 

Legally, he could not lease the ground.s but I could arrange with him to lease 
the irround and sell him most of the stock. 

The lease of Jersey City runs out one year from next February, and it would 
j>rr»lmbly take one year to build the abattoir. 

N<»w. I think that when ycni are In Philadelphia you ought to take this matter 
up with ftlr. Thayer, because this is the only way we can increase our ship- 
ments out of Chicago. 

I hope you and your family are all well. I never was better in my life than 
I am tliis winter. 
, Yours, truly, 

S. W. Allkuton. 

The Chairman. Was tliat a railroad official writing to a packer? 

Mr. Colver. That is an Armor official writing to the third vice 
president of the Pennsylvania Railroad Co. 

The Chairman. All right; let us have it. 

Mr. Colver. I am corrected — Mr. Allerton is not an Armour official. 
He is interested with the Armour interests in similar ventures, and 
when Allerton came into this thing at the finish Armour came with 
him and the Swift people came with him. But he is not an officer 
of the Armour Co. 

The Chairman. Well, he wrote on l)ehalf of the packers to the 
official of the railroad company; that is all that is important? 

Mr. Colver. Oh, yes; hoiause he speaks of the progress in securing 
the interests of the Armour Co. 

The Chairman. Read what your notes show he said. 

Mr. Colver. I will. He said that the proposal of Morris & Co. — 
the other packers — to lease these yards should not be considered; 
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that their possible intentions would not be to the benefit of the Penn- 
sylvania Railroad, and that if Armour & Co. came in it would be 
very probable that they could secure the interests of Swift & Co. also. 

On April 28, 1913, a letter was written to Mr. Dixon, of the Penn- 
sylvania Railroad, by Arthur Meeker, vice president of Armour & 
Co. He says that Swift & Co. have decided not to enter the deal. 

The Chairman. That is in the purchase of the yards? 

Mr. CoLVER. In the leasing of the yards, "and that they must 
have made some very favorable arrangement with the Lehigh Valley, 
just the nature of it I do not know. We offered them a 30 per cent 
interest in the yard." 

That is, the Jersey City yards. 

"Which is practically wnat we would have had had they accepted 
it, and that seemed to be satisfactory to them." 

Not to stop very long, you see there is a curious expression, that one 
of these companies must have made a very favorable arrangement 
with another railroad, with the Lehigh Valley. Those favorable 
arrangements must have been more favorable with the Lehigh than 
getting control or getting a large stock interest in a company which 
was going to lease the Jersey City yards at a very low rental, and 
those yards had and continued to yield very, very comfortable divi- 
dends on the money paid into the company which acquired control 
of them. As Mr. Murdock said the other aay, there are rebates and 
rebates, 

The Chairman. Have you any evidence of what the yards earned 
for the Pennsylvania Railroad Co. before it turned them over? I 
want to see what it received in earnings before it leased them. 

Mr. CoLVER. I think we have what we call a five-year schedule, and 
if we have that would carry us back to 1911, 1912, and 1913 earnings, 
and this transfer took place in 1913. 

The Chairman. If you have anything in your possession that will 
show what the Pennsylvania Railroad received in the way of earnings 
from the stockyards before leasing them to the packing company, I 
would be very glad if you will put it in your hearings with your 
comments. 

Mr. CoLVER. May I say, then, in correcting tliis record, that " this 
is inserted at this place " ? 

The Chairman. Certainly. 

(The data referred to was subsequently furnished by Mr. Colver 
and is here printed in full, as follows : 

ADDITIONAL DATA ON JERSKY CITY STOCKYARDS. 

The Jersey City Stockyards was lirst organized February 27, 1873, niul a 
lease was secured for the property and yards from the Pennsylvania Railroad 
Co. for a i)eriod of 30 years. Samuel W. Allerton and George W. Grej^ory were 
the original lessees. On February 12, 1903, the lease was renewed for a period 
of 10 years, and at that time was slgne<l by J. S. McFadyen, president, and 
attestetl by J. L. Bonham, secretary. 

Before the expiration of this second lease Mr. Allerton was apparently dis- 
satisfied witli the amount of business being done by the yards and conceived the 
scheme of inducing Armour & Co. and, If possible. Swift & Co., to become af- 
filiated with the yards In order to Increase the business of the company by the 
amount of stock that could be shipped through to the East by these two packers. 

Morris & Co., owning the yards at Sixtieth Street, had a practical monopoly 
at this time In the stockyards on Manhattan Island. At the same time Mr. 
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^Organization and operation of the Jersey City Stockyards Co, — ^The officers 

and directors are R. G. Bonham, president; Leo S. Harvey, secretary; and 

Herbert L. Hersey, treasurer. 

The stockholders are : 

Shares. 

R. G. Bonham, Ridgewood, N. J 200 

R. C. Bonham, trustee, Ridgewood, N. J 2, 969 

Kate A. Johnstone, Chicago, 111 500 

H. A. Chetham, Chicago, 111 . 900 

Ira F. Bralnard, Pittsburgh, Pa 325 

Thomas A. Hughes, Jersey City, N. J 100 

Leo S. Harvey, Jersey City, N. J : 3 

L. H. Hersey, Jersey City, N. J 3 

Total .. - 5, 000 

Extent of Armour and Swift control, — Two thousand nine hundred and sixty- 
nine shares are held in trust for J. Ogden Armour by R. C. Bonham, and 200 
shares are held by R. C. Bonham, the voting power of which may be con- 
sideretl as controlled by Armour & Co. The 500 shares held by Kate AUerton 
Johnstone may be assumed to combine with the Armour interests, because of 
close association between Armour & Co. and the AUertons. These 3,669 shares 
are 73.38 per cent of the total stock. 

Nine hundred shares are held by H. A. Chetham for the benefit of Swift & 
Co., which gives it an 18 per cent interest in the company. 

The combined interest, therefore, of Armour & Co. and Swift & Co. amounts 
co 91.38 per cent. 

Three hundred and twenty-five shares are held by Ira F. Bralnard, half for 
his own Interest and half for his br6ther, Frank, who is in some way con- 
nected with the Western Stockyards Co. of New York City. 

Apparently the only interest held by the Jersey City Stockyards Co. in any 
other company is a personal investment of R. C. Bonham, who holds stock In 
the Western Stockyards Co. of New York City. 

Mr. CoLVER. The Pennsylvania Railroad did not operate the yards 
before. Mr. AUerton operated the yards and his lease was about to 
expire. He wanted to renew his lease with the Pennsylvania Rail- 
road Co. The consideration was talked of as $25,000 a year. An- 
other concern offered $50,000 a year. AUerton then, writing from 
Pasadena, said that he was interesting the Armour people in coming 
in with him, and the Armour people in turn said that they had tried 
or had offered the Swift people to come in, too. 

Without stopping to go through these successive stages of this cor- 
respondence, what finaUv happened was that Swift & Co. and 
Armour did go with AUerton, and the lease was renewed at this 
price. 

The Chaikman. $25,000? 

Mr. CoLVER. $25,000. 

The Chairman. Who offered him $50,000? 

Mr. CoLVER. That was Morris & Co. 

The Chairman. Another packer? 

Mr. CoLVER. Yes. 

The Chairman. And the Pennsylvania Railroad turned down a 
$50,000 offer per annum for rental and accepted $25,000 ? 

Mr. CoLVER. Yes. 

Mr. EscH. Does that show any competition between packers? 

Mr. OoLVBR. I want to answer that. Does that show any competi- 
tion between these five packers? 

Mr. EscH. Yes. 

The Chairman. Competing for the yards? 

Mr. OoLVER. I do not think so. What we said to you from the be- 
ginning, and say to you now, is that the competition, the control of 
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this business, and where the competition disappears^ is by the di- 
vision, the constant division of the, purchase of live animals, and that 
that demarks the relative size of the operations of the five companies. 

Now, of course, there is competition of this sort : If in the various 
steps Morris can have more cattle pass through his yards and pay toll 
to him than Armour can have pass through his yards and pay toll to 
him, that is competition in profit. But it does not disturb at all the 
divisions of the purchases, and that is the competition we are talking 
about. I do not know whether that is clear, but the competition we 
are talking about is that which limits the purchase or live stock 
from the producers. 

The Chairman. You mean the absence of competition in the pur- 
chase? 

Mr. CoLVER. Yes. 

The Chairman. You spoke of " competition " when you meant the 
reverse. 

Mr. CoLVER. I suppose that is because I have adopted Mr. Esch's 
question, and I am talking from it. It is a mistake ; I should say 
" absence." 

Mr. Cooper. May I ask what the Pennsylyania Eailroad built these 
yards for, in the first place? 

Mr. CoLVER. What they built them for? 

Mr. Cooper. Yes. You say they leased them to the packers. What 
object had the Pennsylvania Eailroad in building these yards, in the 
first place? 

Mr. CoLVER. They built them to handle the live animals which 
passed over their road as freight; built them in the nature of a 
freight house, I should say. 

The Chairman. Just like a depot or any other terminal facility. 

Mr. Cooper. As a terminal facility for the switching of cars ? 

Mr. CoLVER. Certainly; and they cared for the feeding, watering, 
and marketing of the live stock. 

Mr. Cooper. Was it the purpose to take care of Armour, Swift, or 
some special packing concern when they built those yards? 

Mr. CoLVER. I do not know. I have always thought that those 
things were built to take care of the people who shipped the stuff in; 
that is, the producers, the owners of the stuff. 

Mr. Cooper. The point I am trying to make, by leasing this 
yard 

Mr. CoLVER. To Armour, Swift, and Allerton ? 

Mr. Cooper. Did that interfere at all with the public, as far as 
transportation facilities were concerned? 

Mr. CoLVER. Yes. 

Mr. Cooper. That is what I would like to know, if you have that 
information. Would that take away from the public some of the 
facilities that this transportation company really ought to have given 
to the public ? 

Mr. CoLVER. Yes. 

The Chairman. What had Allerton been paying — ^if you can an- 
swer there without stopping — ^before this renewal ? 

Mr. CoLVER. The same rental — ^I think $25,000. 

To answer Mr. Cooper's question, if it is agreeable, I will skip the 
order here and come to the effect oi the passing of a stockyards into 
the hands of one or two or more of these packers, and I will answer it 
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^erally and that will answer your specific question, and I can do 
it very easily by just simply rearranging the order of what I nm 
saying, and it is reallj the last part of all this situation we were load- 
ing up to this morning, but we will skip, the other matter we have 
here and come right to that. 

EFFECT OF STOCKYARDS CONTROL ON PRODUCERS AND ON INDMPICNDMNT 

PACKERS. 

The stockyards contain and control all the facilities and function!* 
that are the necessary adjuncts and collateral activities of a live- 
stock market. Among these are the terminal and Hwitchinf? facili- 
ties; the exchange building in which commission men and others rent 
their offices and which is the headquarters of practically all market 
management; the yards and pens and all yarding asBignments and 
services; all weighing facilities and services; the feedinff of live 
stock — ^in fact, all the facilities and services throuffh which live 
stock must be handled and sold. Those who control these market 
centers and govern all these market paraphernalia and procesnee are 
also in possession of confidential shipping and marketing informa* 
tion. 

Ownership of stockyards has materially aided the big packers to 
control the markets in the interest of the buyers — themselveii — ae 
against the interests of the sellers — ^the producers — and alM> m 
against the interests of some of the independent packers. 

Mr. Cooper. May I interrupt you there? 

Mr. CoLVER. Yes. 

Mr. C!ooPER. In what way does the ownership of ihtrf^t Utrm'tuai 
facilities or stockyards become important to the public? 

Mr. CoLVER. I am coming to it just as fast as I can — 1 beg jm$r 
pardon. 

The producers of these animals say that the live-j-.fo^rk mnrUtilH 
should be open, free, and competitive market«<. 

Control of the stockyards his been an imfiortant fnfior in t^uft}flUtw. 
the big pakers to effectively reriuce indf.fxrnrlf'nt comf><'f iti//n^ hwI in 
some ca«es eliminate it. 

EZJMIXATIOX liVkSI fACKtSd CJk 

One independent packing i:f}U\])^uy ab-'.orU'/l by tb^ bl(( ^fftfU^rr-'. in 
1917 was the Humi Co.* of .Sioux City, 

Now, here is where the p AAU: cofn^-y in. In Hiont (Utv ther^ v^ji^ 
an old Swiss who had ry^rrie to th;it Uf%ri yt'^r^ 9kUf\ y^'4t'< \'fh. SS^ 
started out by rro>:<r to the ^t/^ky^trflA and \tnyir,i( ihf', f,t\\f\f\t f\ p;j^' J 
the pigs that hnf\ hjeen h .rt in *\i\uu}^'r,t h l^ vft-rc not (\t"4f\, aiA 
taking them to h!i* V.*x\^ h'^** e or "i'.'/p. ^r ^ ^A'^ff* \u fh^r .^^^fyf oi Uff 
lot anSd kiliiro? thern* 'Jro<».-.»r,/ tr^^r... ar./) pr«-(/.#r,r.sf U,a* (/'/r/ ;*r/l 
peddlmff it aro'ir.'L 

From that ^r.^.virroTB r /-''/.'.., \r. 7 h> Uf%* on »r^r"^.- /./ h ^ h*'. 
ness until fina.lj h* o^r.eri \ tr.e ;.f^e p^/'v.rs^ f...ir.f r.y »t ,r, ^CfC 
yards: that \h u, ^aj, r>r ^^x » ;* or> of Ur.^i. ^■,,,^ r. ^ y^r /,t.7 un'^^p 
on it. and wr.er. 'r.> i\r .* t.\'\ t/, /f.-w *(.-4t. ,.- r-yr* * > /;'•;'*,/,% 
ment of fh^ ir.:irAVf fr^'e^: ^ srro«*o of V»^ -/ir^^- *r^ M --'O* r 



winza^i^ 9r r : > 
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River was on one side and a creek was on the other side at an angle, 
and the yards were np against the two waterways, and this chap 
was behind them, so they grew around him, and the yards encircled 
his plant, and he had a pretty good sized plant. 

Now, the public was interested in this way: The public of Sioux 
City, let us say — the public of Sioux City was interested to see this 
old chap, who had started in with a wheelbarrow and who had built 
up a fine, successful business, rewarded, I think, for his con- 
tribution to the growth of Sioux City. Also he fixed his own prices. 
He was a factor in determining the price of the meat that the Sioux 
City people ate. He was independent. He was a Swiss. I guess he 
must have been from the mountains instead of the vallevs of Switzer- 
land; but anyway, he was an independent, and he stuck on there for 
years. 

The public was interested, then, I think, in the development in that 
western community of a big business out of a small one. It was 
interested because the development of that business developed the 
town. It was interested because the development of that business 
furnished competition in a basic food commodity. It was interested 
because the development of that business furnished another market 
for growers of stock to bring material in and get their money, and 
spend their money with the merchants of Sioux City. There, I 
think, to a degree, was a public interest in that yard. 

Mx. Hamilton. Mr. Colver, may I ask you a pertinent question 
right there? 

Mr. CoLVER. Yes. 

Mr. Hamilton. Was there competil ion between this Swiss and the 
packers as to prices locally ; or did he cooperate, and was there an 
understanding as to prices? 

Mr. CoLVER. There was competition to this extent, that his com- 
petitors tried to put him out of business by every method there was, 
including cutting prices. Yes ; there was competition. 

Mr. Hamilton. Repeat that, please. I did not catch it exactly. 

Mr. CoLVER. I say, there was competition to this extent: That his 
competitors, tlie packer companies, tried to put him out of business 
for years by every device, including price wars. 

Mr. Hamilton. Then there was competition. 

Mr. Colver. There was competition up to the time he gave up the 
ghpst. He is going to give up the ghost shortly. 

Mr. Hamilton. The consuihor in that case had the benefit of the 
competition ? 

The Chairman. Yes. 

Mr. Colver. The consumer in that case has the benefit now of 
having seen that industry wiped out. 

Mr. Hamilton. No; I said before thnt time. Before it passed 
over into the hands of the big packers the public or the consumers 
had the benefit of the competition. 

Mr. Colver. Exactly ; just as the seller of munitions has the benefit 
of a war. It is profitable while it is going on and until somebody 
gets killed. I can not call it benefit, Mr. Hamilton. I can not adopt 
your word. 

Mr. Hamilton. I do not understand you, then. Competition has 
always seemed to me to be a benefit to the consumer. It you and I 
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cooperate and fix the price, we are arbitrarily controlling the price 
to the consumer. 

Mr. CoLVER. Yes. 

Mr. Hamilton. If you are bigger than I am and absorb me, then 
you fix the price and the consumer has to pay what you fix as the 
price. ' 

Mr. CoLVER. Yes. 

Mr. Hamilton. Th.M is what T was trying to get at in this case. 

Mr. CoLM^.R. Yes; but the competition which puts me out of busi- 
ness and later lets you fix the price forever is not a benefit to the 
consumer, because 

Mr. Hamilton (interposing). Precisely not; and that is exactly 
what I have been trying to demonstrate. 

Mr. CoLVER. That is whv I did not like to accept vour word 
'' benefit/' 

Mr. Hamilton. As long as it existed it was a benefit. It is one of 
the evils of i)iesent conditions, Ss I understand, that competition has 
been largely done away with. That was what I was trying to get at. 

The Chairman. Proceed, Mr. Colver. We want to go ahead. 

ifr. Hamilton. We do not want to go ahead too fast. He did not 
understand me. 

The Chairman. AVe do not know vet that the old man ever sold 
out. 

Mr. Ha3iilton. He is coming to that j)oint. It is perfectly clear 
what is going to happen to that old man. 

Mr. MuRDOCK. You can see his funeral. 

Mr. Hamilton. I can see his funeral now. 

Mr. CoLVER. Xow, let us drop the wreaths on this poor old diap. 
One big independent packing company absorbed by the big packers 
in 1017 was the K. Hurni Co., of Sioux City. This property was sold 
to the Sioux City Stock Yards Co., controlled by Swift, which 

The Chairman (interposing). Is the company you are referring 
to now the company that was owned by this old Swiss ? 

Mr. CoLVER. Yes: this is the old Swiss. Hurni. 

The Chaikman. Heretofore you have called him the old Swiss and 
nothing else ? 

Mr. Colver. I said he was an old Swiss, because he was from 
Switzerland. 

The Chairman. But did you not give his name? 

Mr. Colver. Mr. Hurni was the name of this old Swiss. 

The Chairman. The old SavIss and the company they absorbed 
are the same thing. 

Mr. Colver. Yes: this property was sold to the Sioux City Stock 
Yards Co.. controlled by Swift, which company in turn leased the 
])roperty to Swift & Co. The Hurni Co. in 1917 

Mr. Cooper (interposing). Did this company have to sell out? 

Mr. CoLAT.R. We are coming to that. 

The Hurni Co. in 1016 had an average kill per week of 17*2 cattle, 
H7 calves, and 200 hogs, and shij^ped about WO cars of dressed beef 
per year in interstate connnerce. 

Tfie stockyards company tried to get the Hurni plant for many 
years. It adjoins the stockA'ards and by cutting a gate from the alley 
to the Hurni property, Hurni's cattle and hogs could have been de- 
livered direct to his plant from the yards. 
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We have a picture of that, which is interesting, and I wish it were 
here. 

The Chairman. You can put it in your hearings, if you will. 

Mr. CoLVER. I will try to explain it without the picture if I can. 

But the stockyards company refused to allow the gates to be put in. 
Consequently the Hurni live stock purchased had to be driven from 
beyond the extra buildings and through Chambers Street, one of the 
most congested streets of the city, several blocks to the Hurni plant. 

Now, let us see. Here [indicating] were the stocltyards and here 
is the Missouri River, and here is this street, with this old gentleman 
and his packing house here [indicating]. The stoclry^ards were over 
here [indicating]. They had to grow, so they grew around in this 
way [indicating] until the stockyards were here and this plant was 
right in here [mdicating], *The exchange building was here [indi- 
cating], and he bought the stock at the exchange building; and here 
[indicating] were the pens and here were the roadways, and he asked 
them to cut a gate here [indicating], so that when he bought his 
animals he could deliver them into his yards. 

The Chairman. Through the gate? 

Mr. CoLVER. Through tne gate. For years he asked it, but it was 
never granted; so he had to come out here [indicating] into a city 
street, with street cars on it — a crowded city street, and drive around 
from a gate over here [indicating]. 

Mr. Dillon. When you say "coming out here" and "going out 
there," that does not mean anything unless you put in a plat. 

Mr. CoLVER. I was trying to indicate the situation ot this yard. 

Mr. Murdoch. But that would not show in the record. 

Mr. CoLVER. It will not show in the record, of course. 

Mr. Dillon. That is what I meant. 

Mr. CoLVER. He asked for years that this gate be cut through from 
his place into the yards where he bought his stuff. 

Mr. Hamilton. In ether words, they had him in a pocket. 

Mr. CoLVER. Yes. 

Mr. Sanders. Can you not explain the whole thing by saying that 
since the Swifts have bought it the gate has been put there ? 

Mr. CoLVER. Yes; and more. 

Mr. Sanders. Since the same interests that own the stockyards have 
acquired the plant they have put the gate there ? 

Mr. CoLVER. Yes. The day after the stockyards company acquired 
the plant the gate was put in and thereafter stock was received direct 
at the plant. 

The Chairman. A competing stockyards, as I understand, owned 
land and had control of putting in the gate and refused it? 

Mr. CoLVER. This stockyards, you know, was owned by Swift & 
Co., and he was their competitor. 

The Chairman. He was their competitor and they would not let 
him have the gate, which made it very inconvenient and less profit- 
able for him to operate his business. 

Mr. Colver. Yes, that is right. I am trying now to get to where 
the public is interested in the thing. Mr. Hurni tried for five years 
prior to ihe sale of his plant to get some sort of switching track that 
would enable him to load meat at his plant. He had to haul this 
product through the streets to connect with the switching track of 
the Terminal Eailroad Co. at a cost, stated by his attorney, of $80 
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per car. Tliat figure is not Tteri£edL and I do not adopt it; but it 
is given by a man who sa^^ be knows. I mean we bave not bad an 
expert accountant to figure it oot at $30 a car; and tbat involved 
the taking of dressed meat from Humi*s plant^ putting it on tvagons, 
whicb bad to be maintained — eitber wagons or automobiles — and 
involved tbe upkeep of tbe vebicle and of eitber tbe motors or tbe 
horses tbat hauled tbe product and crews for loading tbe meat and 
driving tbe wagon or driving tbe autcMuobile, and tbat is estimated 
at $30 per car. I do not mean estimated, but testified to before tbe 
commission at $30, wbicb is a figure tbat was not established by 
bookkeeping, because there was not any bookkeeping there. 

Tbe stoclnraitis company always refused permission for the con- 
struction of tbe tracks, but after tbe plant was sold to tlie stock- 
yards company tbe track was put in. 

Now, here is a public interest: 

It was necessarv. in order to bave tbe tracks, for tbe citv council 
to grant a franchise authorizing tbe construction of a track across 
Chambers Street. Tbe Humi people appeared before tbe city council 
several times to support tbe request for the franchise. The man* 
ager, superintendent^ and general counsel of tbe stockyards company 
appeared also and opposed tbe granting of tbe francliise, and their 
views prevailed. 

Within 10 days after the sale of the Hurni plant to tbe stockyards 
company these same officials appeared before the council to request 
the same franchise wbicb they had previously opposed. The council 
passed it this time, and the track was put in. 

I think there is some public interest in that ; tbat is, if the public 
out there are interested in their council. 

Mr. Cooper. I think it was time for tbe public to get busy with 
that council. 

Mr. CoLVER. Well, maybe they did not know it. 

Mr. Sweet. Now, there is another independent concern at Sioux 
City — ^the Statter Co. Is that in existence now ? 

Mr. CoLVER. That is relativeh' a much smaller concern than this. 
It is still in existence. 

Mr. Sweet. That is an independent concern, too, is it not ? 

Mr. CoLVER. Yes. His plant is not so extremely advantageously 
located as Hurni's was, where the stockyards grew right around it; 
but the Statter people, in turn, have been seeking and seek switching 
facilities and have not gotten them. He did not even ask for a swit(*h ; 
he just asked for a lane so he could drive his stock a shorter routo 
out of another side of the yards, driving them along a lane along tho 
river, and he can not get that; that is, this other concern you speak 
of, whicb is a smaller concern. I do not know the merits of liis not 
getting it at all, or whether he should have it or should not. In this 
other case it seems this gate and the switching track were good 
things — perhaps too good a thing — for some people to have. 

1^. Cooper. In reference to this company that was absorbed by 
the Swift Co., which you just spoke about, do you know what the 
consideration was when they sold out to Swift? Did they get ii 
pretty good price for their institution — that is, did tliey stand to 
lose anything in having to sell, or did they make something on the 
transaction? * 
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Mr. CoLVEK. The sale took place and the old Swiss, Hiirni, died 
two weeks later. His advancing years may have had an influence. 
The price that was paid was an agreed price, and I can not tell you 
what the price was. 

Mr. Cooper. They probably then received some benefit from the 
sale of the plant. 

Mr. CoLVER. The old man ? 

Mr. Cooper. Yes. 

Mr. CoLVER. Undoubtedly. He was paid for his place ; and let us 
assume he w^as paid a fair value for his packing house without the 
switching track and witliout a gate into the yard, the live stock for 
w^hich had to be driven down a street with car tracks and street cars. 
Those were among the elements that went into the property that was 
sold. 

Mr. Cooper. Do you think there was anything unfair in the Swift 
Co. trying to absorb this property if they paid him his price for it? 

The Chairman. We are now talking about the public interest. 

Mr. Cooper. But the Swift Co. is involved in this public qiiestion 
here. Suppose you and I had the property and we were offered a 
good price for it. If we thought we could make something we 
might sell. 

Mr. CoLVER. Yes. 

Mr. Cooper. Was there anything unfair in the Swift Co. trying 
to get this property? 

Mr.. CoLVER. In the first place, of course, we must not say that the 
Swift Co. got it. We must not say that, because if we did we would 
have a breach of the law. No; the Swift Co. did not absorb this 
plant. 

Mr. Cooper. I understood so. 

Mr. CoLVER. Oh, no; the stockyards company bought the place 
from Hurni, the stockyards company being a stockyards company 
and not a packing house, and therefore a competitor did not buy a 
competitor. Then the stockyards company leased it to Swift, who 
was a packer, so it is quite evident that the packer did not absorb 
his competitor. That is, perhaps, a compliance with the letter of the 
law. 

Mr. DoREMUS. I have gathered from your remarks, Mr. Colver, 
that this operator, this independent operator, was forced to sell by 
reason of the competition that preceded the sale; is that true? 

Mr. Colver. It is difficult, of course, to say now that that dead man 
reached a point where he was forced. He finally gave up the fight. 
He had asked for reasonable things. He had asked for reasonable 
facilities. These two instances we have given you are only two 
instances of the row the old man was hoeing there. 

Mr. Sanders. Is it not reasonable to presume that if he could 
have gotten switching-track facilities and a gate and everything 
of that kind he would not have sold ? 

Mr. Colver. I would think so. I think if he was there on even 
terms with anybody else, that they would still be in existence as an 
independent plant. I think that is reasonable to presume. 

Mr. Sanders. Then it is reasonable to presume that measures 
were adopted to force a sale and that it was forced. 

Mr. Colver. I think so. 
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Mr. DoREMus. I understood you to say he was subjected to unfair 
competition by virtue of price cutting, among other things? 

Mr. CoLVER. ti I said "unfair," I thought I said ihe severest of 
competition, hostile competition. 

Mr. DoREMus. Including the cutting of prices. 

Mr. CoLVER. Yes. 

Mr. DoREMVS. That all bears on the question and answer to Mr. 
Cooper as to whether there was a square deal all around. 

Mr. CoLVER. Yes. 

The Chairman. Let me get straight on it, myself. Was it com- 
petition in his use of the yards by the yard company or was it 
competition in meat products sold by this packer and the other 
packers in competition with him? 

Mr. CoLVER. Yes; the latter. 

The Chairman. Then, the stockyards comp^iny was not per se 
selling dressed meat? 

Mr. CoLVER. No; the competition lay, as you say, between the 
packers and this old packer, and the yard, which was the medium 
at least of some of the difficulties that this old man met with, was 
not in competition with him. It was just owned by the people who 
were in competition with him ; that is all. 

Mr. Sanders. In the language of the street, he got the worst of 
it from both sides, did he not? He was crowded out? The stock- 
yards would not give him any facilities, and his competitors who 
were selling meat were trying to sell under him and drive him out 
of business. 

Mr. HamHtTon. It is a clear case of "freeze out," is it not? It 
was apparent from the outset that it was, and that the more difficult 
they made it for the old man the cheaper they could buy him out 
eventually. 

Mr. Sanders. Of course. 

Mr. Hamilton. It is a very simple proposition and as old as 
himian nature, unfortunately. 

Mr. CoLVER. Yes; it is like Naboth's vineyard. I have never fig- 
ured just how they got him to sell out, but it was something like that. 

T. M. SINCLAIR & CO. 

Mr. Sweet. In this connection, we also have the Sinclair Packing 
Co. at Cedar Eapids, which originally was an independent concern. 
Can you give us any facts in connection with that concern, showing 
how it was finally absorbed or controlled? 

Mr. Col\t:r. May we pass that until we see whether we have the 
Cedar Rapids papers here? 

Mr. Sanders. You can assume it was treated in the same way. 

Mr. Sweet. No ; it was not treated just in the same way, because 
thev endeavored to get control of the stock by purchasing the stock; 
and, as I understand it, the company continued to act under the name 
of the Sinclair Co., ostensibly as* an independent company, when 
in fact it was controlled by Wilson & Co. 

Mr. Sanders. I would say that is practically the same treatment, 
whether you get rid of a competitor by killing him or buying him. 

Mr. Sweet. As a matter of fact, I would like to have those facts 
developed. (Matter subsequently funiished by Mr. Colver, p. 210.) 
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Mr. CoLVER. Now, Mr. Cooper asked me what the effect of this 
ownership is, and what the objection to this sort of ownership is» 
and there are perhaps only two more things that can be said on 
the effect that this ownership has. 

Mr. Cooper. The reason I asked the question* was because I be- 
lieve in fair competition, and it is information purely that I am 
seeking in asking the question. 

Mr. CoLVER. Yes; and that is why I said, when I postponed your 
question, that I felt sure we would cover your whole question in this 
development, and I am letting you know now that I am trying to 
answer the question, and when we get through, if I have not satisfied 
your question, I am going to try it again; that is all. 

Mr. Hamilton. Mr. Colver, I assume you are going to cover this 
point before you finish. I suppose it is axiomatic that the more 
capital there is behind a business the cheaper each unit of produc- 
tion can be produced. In the course of your statement, will you 
develop whether the tremendous financial strength of these packers 
has tended to cheapen the various units of production, or whether 
they have so manipulated that they have controlled prices against 
the interests of the consumer. It strikes me that is one of the very 
important elements in this matter. 

Mr. CoLVER. Yes ; I would think that would perhaps come under a 
discussion of that subject; that is, the price subject and tendency 
rather than under this stockyards question. 

Mr. Hamilton. Then you will reach that question before you get 
through and elaborate on it ? 

Mr. CoLVER. I hope so. 

The Chairman. How much do you lack of being through present- 
ing the stockyards statement? 

Mr. CoLVER. Just a few more words as to the effect of this owner- 
ship, such as we found in Jersey City, the passing of the ownership, 
such as we found in Chicago, and such as we found in 33 places in 
the country covering 83 per cent of the live stock sold in all stock- 
yards in the country, or passing through all stockyards in the 
country. 

EFFECT OF STOCKYARDS CONTROL ON COMMISSION MEN. 

The stockyards contain all the yard facilities employed by the live- 
stock commission men who act as the selling agents of the producers, 
who I take it are part of the public, and represent some public in- 
terest, and who would seem to be better able to serve their clients if 
they could be independent of the buying interests. 

The commission men rent their ofiices of those who control the 
yards, and are beholden to these interests for the assignment of pens 
and the furnishing of other market facilities. 

Mr. Cooper. Just on that point : Am I to understand, then, that the 
fact that Armour controls this terminal stockyards in New Jersey, I 
believe you said it was 

Mr. CoLVER. Jersey City. 

Mr. Cooper (continuing). That they are the only packing com- 
pany that go into that vicinity; is that true? 

Mr. CoLVER. No; of course, Swift was with them. 
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Mr. Cooper. Well, suppose Armour was the only one. That would 
mean that the commission merchants there would have to buy the 
Armour product; is that correct? 

Mr. CoLVER. Let us see if we can not give you a direct answer to 
that question that will probably answer the whole question. 

Summarizing sworn testimony in a public hearing in St. Paul on 
August 17, 1917, this incident occurred, as showing the effect of such 
ownership in the relation that you have just asked, I think. 

A Mr. Dickey, a buyer for an independent packing company in St. 
Paul, testified that he, in company with a Mr. Fosness, who is one of 
the principal owners of Hinman & Co., the independent concern, in 
whose employ Mr. Dickey was, went to one of the pens of Bangs, 
Berry & Co., commission men, and bought three steers at 7^ cents. 
Just after the trade had been closed Swift's buyer came along and 
bid the same price. Whereupon Bangs, Berrv & Co. refused to 
deliver to Hinman who had bought these animals and had the steers 
driven to the Swift plant. When Mr. Dickey remonstrated, it was 
considered sufficient answer to say, " Oh, well, you see. Swift wanted 
them." Mr. Bangs, of this firm of commission men, is the son of 
John Bangs, Swift's manager in St. Paul. 

The answer generally, instead of specifically, as in citing that 
case — ^the control of the yards, the control of the market places, the 
control of the facilities and the offices gives the advantage, because, 
as I just said, the commission man, who is the agent of the producer, 
of the live-stock raiser, is himself beholden to the owner of the 
yards for the facilities that are at his disposal. His transactions can 
be facilitated or can be hindered, and, not to detain you here to read 
how efforts have been made successfully to get commission men back 
m line, and it is not difficult when the ownership of the yards and 
the place where they transact their business, and most of the yards 
:ind places where they transact their business are in the hands of the 
man who wants to get them in line 

Mr. Hamilton (interposing). Mr. Colver, I do not know that it 
is very important, and yet as I have been thinking over this Sioux 
City illustration I have been wondering just why Swift & Co. did 
not kill off the old man sooner by paying better prices for stock on 
the hoof than the old man could pay, and thereby shut him out. 
Have you any information in relation to that? It seems to me the 
process might have been shortened. The fact is as they finally man- 
aged it they made it inconvenient for him and finally took over his 
business and paid him a price for it in harmony with the impaired 
conditions imposed upon him. But they could have gotten rid of 
him sooner? 

Mr. CoLviM. Oh, yes. But when you state a prolblem like that we 
have to "stop, look, and listen" and see what you start when you 
do a thing litce that. To do it as you suggest might not be unlike 
using a 16-inch gun to kill a mosguito. 

Mr. Hamilton. Or using a paving stone to kill a fly. 

Mr. CoLVER. The finish of the old Sioux City man was inevitable ; 
it was only a matter of time. Now, why do anything to put the 
whole Sioux City market out of line to head off his few head of 
cattle or make it difficult for him to get his few head of cattle and 
have thereby the neighboring markets of Omaha all topsy-turvy 
because Sioux Citv was out oi line and have the unrest transmitted 
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onto Kansas City and have them fussing there? Have I gone far 
enough ? 

Mr. Hamilton. I think that is altogether plain. 

Mr. CoLVER. I could go on. 

The Chairman. If he is dead, is there any need of mentioning 
how he came to die? 

Mr. CoLVER. His finish was inevitable^ and why invoke greater 
measures than were necessary ? 

Mr. Hamilton. In other words it would have put Sioux City out 
of joint with the general system ? 

Mr. CoLVER. Yes. 

Mr. Hamilton. And the general system was being controlled by 
the packers? 

Mr. CoLVER. Yes. 

Mr. Sanders. Would it not have done this : If Sioux City had gone 
out and purchased all. of the beef so that Humi could not have 
gotten any, would it not have attracted a great deal of attention to 
the packers? 

Mr. MuRDocK. Sure; if they had done that it would have excited 
public attention and clamor. 

Mr. Colver. So that, instead of killing Hurni off, as you suggest, 
he died an accelerated natural death. * 

The Chairman. We are taking up a good deal of time with this 
old Swiss. 

Mr. Sanders. It is not lost time ; this is very interesting and im- 
portant. 

Mr. CoLVER. I was coming to that; and the only thing I had in 
mind was, having apparently ignored your question so long, that all 
I have been saymg has been running generally to a reply to your 
question. I said when I got through I wanted to ask you if your 
question was satisfactorily answered, Mr. Cooper. 

Mr. Cooper. I feel very well satisfied with your answer, so I do not 
care to detain you any more along that line. 

packer CONTROL OF YARDS NOT IN PUBLIC INTEREST. 

Mr. CoLVER. If it is not clear — and your question went to this 
only, as I take it: You wanted me to chart out and make definite 
what is the objection to the ownership or control of these stockyards 
by these five packers, or one or more of them, and I was trying to 
answer that the public interest was not served, but was disserved; 
that the producers, not regarded as a part of the public but regarded 
in their adverse interests as producers, were not served ; and I tried 
to throw in the thought there that the stockyards were not necessarily 
for the benefit of the buyer, but for the shipper. It is a curious thing 
that we are always taught to think that the stockyards are only main- 
tained for the benefit of the buyer. The shipper certainly has some 
interest in the operation of the stockyards. 

So that neither the public, then, nor the producer is served, but, on 
the contrary, is disserved. Then the agent of the producer, the com- 
mission man, has his liberty of action interfered with, as in the case 
of the sale that was made to one concern and tha "Btock poes back; 
the competing packer is interfered with, especially in the light of the 
time thnt he went out and saw the steer that he wanted and bought it, 
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and then ha> it taken away from him because the big man wanted 
it — all of those things seeni to tie in to answer your question that it 
is not in the public interest. 

Mr. Cooper. Of course, the real thought I had back of my ques- 
tion, which wa*: about to come a little later on in vour testimony, 
was that I wanted to get the fact relative to the prices that the stock- 
yard companies ai-e charginor the public for the pixniucts which they 
produced. 

ilr. CoLVER. Well, among other things 

CONTROL OF STOCKYARDS. BANKS, AND CATTLE LOAN COMPANIES, 

Mr. Cooper. The packers have been charging, I should have said. 

Mr. Col\t:r. Among other things, I sliould have said that the con- 
trol of these yards make possible the ownership or control of such 
necessary adjuncts as the banks, the cattle loan companies, and the 
dead-animal rendering companies. For instance, in East St. Louis^ 
where the Morris interests control the stockyards, there is only ono 
bank in the yard. That bank has a lease and contract which provides 
that no other bank shall be permitted in the yard ; that nobody shall 
be allowed to do anything like a banking business within the yards. 
So that the only other bank that can be used by the people whoso 
offices are in that yard is 2,700 feet, a half mile out of the yards, down 
the street, from the exchange building, a full 10 minutes^ walk; that 
is the disadvantage there. 

The president of the bank that is down the street a half mile away 
has said that he could not get into those yards to do businoss for 
$1,000,000. One bank was allowed in the yard and no other bank was 
allowed in. That makes a monopoly there of the cattle-loan com- 
panies furnishing the credit by one bank being allowed in and all 
others being excluded. 

Tliat was in line, inmiediately, with what I was reading, ilr. 
Chainnan. 

control of STOCKYARDS RENDERING. 

Mr. Muiux)CK. Did you mention the dead-animal privilege J 

Mr. CoLVER. Only in passing, and if you would give mo live min- 
utes I can clear that up, because the importance of that does not 
appear, I think, from anything that has been said yet. 

Along with the ownership and control, we will say, of this Sioux 
City Stock Yards goes the Towa Rendering Works, and the Iowa 
Rendering Works has an exclusive contract for the dispositicm of the 
dead aninuils in that yard. The shipper ccmsigns his cattle to the 
yard, and if any are dead upcm arriving they can only be disposed of 
to this Iowa Rendering Works: no one else can buy them and no ono 
else can get at theui. That is simple. Every man who does business 
in the yard has stipulated in his lease by which he does business in 
the yard that that is what he will do — that among other things, the 
commission man to whom the live stock is consigned, if any of it 
shall become dead stock when he gets it, has agreed in advance that 
he will dispose of it to the Iowa Rendering Works. 

Mr. Cooper. He can not do business in that yard unless he agrees 
to that ? 
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Mr. CoLVER. He can not do business in that yard unless he sign^ 
the lease, and the lease has that provision in it, and his discretion is« 
the dotted line. 

Mr. Hamilton. This Iowa Rendering Works does not overpay the 
owner of the dead animal, does it? 

Mr. CoLVER. I am coming to that. I was just trying to find in here 
that in July, August, and September of 1917 there were purchased in 
this Sioux City yard that we are speaking of 58 dead animals for 
$175.05, or $3.02 per animal on the average. Hides off these animals 
were being sold at that time at 21 cents a pound. Figuring the aver- 
age weight of a hide at 50 pounds, the hides alone from the 58 cattle 
so sold brought $612.-18, or 350 per cent profit. This was from the 
hides alone and leaves out of consideration what was made from the 
rest of the animal which went into the rendering tank. 

In all of this I hope that there is not the impression being given 
to the committee that this commission or this report objects to profits. 
Not at all. And when sometimes >ve read large figures like these, I 
am so anxious that the record should not show a bias against profit^ 
a bias against earnings. There is not the slightest desire in tliat di- 
rection ; it is not what we are talking about and is not what we are 
trying to impress you with — it is how it is done and whether it is 
fair. 

Mr. Sanders. There is a difference between profit and piracy. 
[Laughter.] 

Mr. CoLVER. We are only talking about profit. 

Mr. Sanders. These figures you nave just read are piraCT. 

Mr. Cooper. In other words, then, Mr. Chairman, Mr. Colver be- 
lieves that if there was a little competition in the buj^ing up of these 
animals the owners of the dead animals might receive a little more 
benefit? 

Mr. Colver. Exactly so. 

Mr. Hamilton. I should like to ask the witness, having in mind 
this instance, whether this is a typical case and whether there are 
many other instances where the dead animals are handled substan- 
tially in the same way he has described. 

Mr. Colver. Let me put into the record at this point, if the com- 
mittee says it is all right, some figures on that subject. 

Mr. Hamilton. Put into the records anything that will illuminate 
the question. 

The Chairman. Put in anything that relates to the same question. 

(The data subsequently furnished by Mr.- Colver is here printed in 
full as follows:) 

MONOPOLIZINO THB DeAD Al7nCAI.B. 

■ 

Among the monopolies found at practically all the big packer stockyards is 
that of yard rendering companies which take all the animals that arrive dead at 
the yards or die after arrival. The rendering done at the yard plants con- 
sists in cooking dead animals after the removal of the hides, In kettles or 
tanks and recovering therefrom tallow, grease, and tankage, products wbicb 
are important material for use in the manufacture of soap and fertilizer. 

These rendering companies are usually owned by the big packing cori>orotion» 
or individual members of packer families and their higher employees. Thus the 
Union Rendering Co.. of St. Paul, is owned by Swift & Co. The St, Joseph 
Rendering Co. is not incorporated but is operated as a division of the St. Joseph 
Stockvards Co. which is controlled by Swift. At the other large packing cen- 
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the pscfcifr faTPi^Vp^ sad itiPTT angikrpeeF baid aH «r iieftr)3r all t)»e stioclL 

Tbeae <wB9«mw s2y it» $(0«qv<$: f^^flKx CSty, tte l^mrtL RenderiBir Co. ; Omaha, 
the riik« Bcndenn? Ocu: Si Xflms. ilie Kaa St. Louis Refiderins Co. ; Kaiisas 
City, the Standard Sesideniir On.: ChDcapa. tte GM^ RcnderUis Ca 

At Sonx Gxj SvifE imacsSs <^«r]k lias shaz^ee;; Armoor iitt«f>ests, 62 shares; 
and Codahj uaeTeisss. iz: £dxLT«&. utiikii ccas^ai^tes the csiTire capitaliaatioiL At 
Omaha Svilt izitt9«!^« «r«ni m^-hsill <»f the S9v«c^: the balance is divided 
between Morxis. AmNivr. an^ Coijal^ ii.ierest& At St. IjMiis Morris interests 
own thiee-foortiti^ of i2^ icocb aad Swift interests oDe-fomth. At Kansas City 
Morris inter^eats com iLDiC* si^res; WDson, l.«oO shares; Swift, 7S0 shares: 
Armoor, 500 shares : CadaJbj. 300 shares — ^l<u<(.iO shares In aU. At Chica|?o thu 
divisaMi is» Morris. ILT^l fasares: Swift. 4.6^ shares; Armour, 2,000 shares; 
Wilson, 1.300 sharet-: aoresatin? 1SL724 ^lares out <tf the 20,000 shares 
outstanding 

Dividends for the laft jesiT f .«* whicii the oonanissaon has returns vary from 
65 per cent to 73'» per e«nt a year on the iiKtfiey oilonally paid in. In tlie case 
of four of the five cr«oi|anies aliove uamed fdft stock was fvre^ienteii tt> the 
stoekholdera, not a^ acainsi $:an*}ns bet a^inst eaminf: pi>wer stX'ured by 
monopoly. 

GLOBE BE^DiatLXG CU. 

The Globe Rendoing Go. is the raideiins ctNnpany which p(>ts all dead 
animals In the Chiea^ stod^yards. This company was Incorporateil Aumist V\ 
1906, under the laws of Maine. On September 1, three weeks after lnci>r|^>ni- 
tion, the rendering ccMnpany Altered into a contract with the Union 8tock 
Yards & Transit Co. by which the rendering company received ** the solo and 
exclusive right to collect all dead animals found upon the premises and within 
the limits of the property and plant of the transit company aforesaid.*' The 
contract is for 15 years and e3cpires September 1, 1923. 

The contract also provides in section (b) the consideration which tlie transit 
company rec^ves for tliis monopoly granted to tlie rendering ciMupany* This 
section reads as follows : 

'^(b) The rendering company shall pay to the transit connvany tho sum of 
twenty-five (25) cents per head for all cattle and the sum of ten (10) ctnits ix^r 
head for all hogs and sheep collected or handled during the term of this 
agreement** 

The contract also provides in section (c) for the prices which ari^ to Ih» {\^\\\ 
to owners or consignees of dead animals. In regard to hogs tho prltt^ to ho 
paid are definitely stated in the contract. That part of solution (c) ronds «h 
follows : 

"(c) The rendering company shall also during the life of this ngivoiuoiil pay 
to the owners or consignees of dead hogs for the carnisst\s tboriMif at tho rato t>f 
three-quarters of a cent a pound when the market prli»o of grow so is \ualor 
five (5) cents per pound; one (1) .cent per jwund when tho niarkot prioo %^t 
grease is five (5) cents per pound or more and under six (0) oonts |H»r ptnnal, 
and one and one-quarter cents per pound when the nmrkot prIoo of groans* In 
six (6) cents or more per pound." 

The present price of grease is over 15 ct»nts per jxiiind, and yot tualor t1a» 
contract they can not be compelle<i to pay more than U t'<*i»tH por po\iml. Tho 
company has made a concession, however, and Is now a!h)wlng to ownorn and 
consignees 2i cents per pound, the same price which Is alU>wtMl for diMul iiouM at 
other large yards. 

Statements furnished by the Globe Rendering Co. show that It Im ownod l)y 
big-packer Interests, the Morris Interests having control. Tho bUMlnouM Ih ox 
treniely profitable, as will bo shown later, and tho i>olI<'y has boon t(» vonI owtior 
ship in the blg-packor families and their hlgh-salarlod onii»loyooM ralln»r than 
In the corporations of Armour & Co., Morris & Co., Swift & Co.. and WIIhou A 
Co. Examining the list of stockholders with this In mind, wo find thnl Morrlp* 
Interests own 11,381 shares; Armour IntoroHts, 2,(K)() shnroH; Hwlft IntoroHtw, 
4,643 shares; and Wilson interests, 1,300 shares; loavln^ sonttorod holdlnuM of 
074 shares. 

The schoilule returned by the company shows that of tlio $2.(HK),rKK) (Uitpttaial 
ing only $200,000 was issuecl for cash. Tho balanoo $l.H<HMKM) wim Klvon to 
the stockholders— issuwl against " proiM*rty/* It Unn not boon tlio poll<'y of 
the company to bulhl up large surplua. In the schinlulo iim roturtiod, roni 
estate, machinery and fixtures, motor trucks, and Inventory nil npt^mr und(»r 
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tliese heads in flie statement of resources and liabilities as of date of Decem- 
ber 29, 1917. Aside from these, the statement of resources has an item listed 
as "property," the amount of which is $1,835,191.93. A letter was sent to tlie 
Globe Rendering (^o. for a statement of what was represented by this '* prop- 
erty " item. Under the date of June 3, 1918, the company replied: 

" The * property ' item shown in our statement, amounting to $1,800,000, rep 
resents good will, and does not include any tangible property." 

On the books of the board of assessors of Cook County, as of May 1, 1917, 
the land of the (Jlobe liendering Co. is carried at $32,052; improvements on 
land, $1,800; and personal property, $3,500; or a total of $41,956 for total real 
estate and personal property. Those are the figures on full value. The com- 
pany has actjuired real estate costing $(50,627 since IMay 1, 1917. On the books 
of the comi)any the real estate is carried at $77,534.10; the buildings at 
$1,171.26: and machinery and fixtures, $06,517. It is clear that the $200,000 
I)aid in was eiumgh to cover land, equipment, and n sufficient amoulit of work- 
ing capital. The greatest asset of the company is undoubtedly the contract 
for the monopoly of dead animals, although th(it is not listed in its statement 
of resources. It seems evident that the caiatal was increased to make dividends 
declared seem smaller. 

The record of earnings and dividends for the last five years is as follows: 



1913 $134,360.88 

1914 101,201.43 

1915 86,517.13 

1916 148,160.38 

1917 222.394.82 



Earnings. 



VoT cent 
on cash 
paid in. 



72 
51 
43 
74 
111 



Percent 

on paper 

capital. 



7.2 
5.1 
4.3 
7.4 
11.1 



Di^^- 
dends» 



$140,000 

60,000 

120,000 

140.000 

140,000 



Average dividend for these five years, $120,000, which is 60 per cent on amount 
raid in and 6 per cent on paper capital. 

" schedule a." 

May 22, 1918. 

Globe Ueni)kkix(} Co., 

331 Exchmifie BinhJing, Union Stork Yarcls, Chicago, III. 

Gentlemen : The receipt of Schedule A of the Federal Trade Commission, 
duly filled out by ofiicials of the Globe Rendering Co., is duly acknowledged. 
The commission desires further information in regard to certain items covered 
in the schedule. You are therefori* requested to furnish list of real testate 
acquired during the last five years and cost thereof, also buildings erected anil 
cost thereof. It is also desired that the item " Property," which amounts to 
about $1,800,000 in round numbers for several years, be further explained as to 
what it covers. The form of statenuMit submitted indicates that it does not 
include real estate, machinery and fixtures, or inventory, as those items appear 
separately. The commission directs that tlie information be mailed not later 
than May 27. 

Yours, very truly. Federal Tkade Commission, 

Francis Walker, 

Chief EconomiHt. 



" SCllEDl'LE A." NMH — O MAY S2, 11)1 S. 

Chicago, Juwe ^. IfUA. 
Mr. Francis Walker, 

Federal Trade Comminsion, Washinylon, D. C. 
Dear Sir : In reply to your letter of May 22, wish to say that on Septeuil)er 
14, 1917, we acquired from the Union Rendering Co., 444.18 acres farm and pas- 
lure land surrounding plant, at a total cost of $66,627. No new buildings hnv»» 
been erected on this proi)erty. 

The " Property " item shown on our statement, anjounting to $1,800,000 rep- 
resents good will and does not include any tangible property. 

Yours, truly, 

Globe Rendering Co.. 
Paul A, Dett, Secretary. 
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OTHER PACKER RENDERING COMPANIES. 
STANDARD RENDERING CO., OF KANSAS CITY. 

The Stanclai'd Renderiiisr Co. is the company which gets all the dead auiiuals 
in the Kansas City yards. It was incorix)i*ateil in 1908 and is controlled by 
the Morris interests, who also control the stockyards. There are 10,000 shares 
of «100 each, niakini: a total capitalization of $1,0(X),000. According to a 
schp<lnle furnished the coinnussion by the company, Ji;2,o00 of stock was issueit 
ti*r cjish and .?997,500 for property. 

Of tlie outstanding st(K-k, 6,r)00 shares are held by Morris interests, 750 by 
Swift, 500 by Cudahy, 500 by Armour, and 1,750 by Wilson. In its statement 
of resources and liabilities furnished the commission as of December 31, 1917, 
the value of *' property, buildings, machinery, fixtures, etc.," was represented at 
?950,140.85. One of the commission accountants examining the account found 
that the total book value was less than $100,000. Assessors' valuation for 
real estate and imi^rovements and personal property, including equipment, is 
.'?38,500. 

The necessary cash working capital is about $25,000, so it is fair to say that 
the whole investment represents ab<mt $100,000. even though it is capitalized 
at $1,000,000. 



Divi- 
dends 
paid. 



l*cr pent 

on 
$U)0,000. 



1912 -*S0, 000 

1913 1 81) , OQO I 

1914 30, 000 ; 

1915 ' SO, (XK) ' 

1910 1 1(K), 0(XI • 



80 
80 
M) 
80 
100 



l*er cent 

on 
$1,000,000. 



8 
8 
3 
8 
10 



UNION RENDERING & REFINING CO. 

At Omaha the Union Rendering & Kefining Co. has the monopoly of the rendering 
of dead animals at the yards. The capitalization of the company is 1,000 shares 
of $100 each. Of this capitalization, $20,000 was paid in cash and $80,000 was 
distributed as a cash dividend. The original capital was adequate and there was 
but a small suiplus — under $5,000 — against which $80,000 in watered stock was 
issued, undoubtedly so that the percentage of profit might appear to be reason- 
able. For that reason the percentages of profit which follow will be figured 
(m the $20,000 actually paid. Armour's manager in a letter quoted below, esti- 
mates the value of plant and real estate at $25,000 to $30,000. 

This company is controlled and operated by the Swift interests, which own 
about one-half the stock, the balance is divided between the Armour, Morris, 
and Cudahy interests. 

The prifits for the five years, beginning 1912, figured on the $20,000 actually 
paid in, and disregarding the $80,000 gift stock as issued against nothing but 
monopoly earning power, are as follows : 



November 30 — 



1912 
191S 
1914 
1915 
1916 



Net 
profits. 


Percentage 

profit 
(based on 
$20,000). 


$14.(\36.34 . 

14.542.39 

7.745.93 

13,403.75 

16.140.63 


73 
72 
39 
67 
80 



EAST ST. LOriS KENDERfNG CO. 



Tlie East St. I^ouis Uendcring Co. Is an example of profits and dividends. 
This a)nipany .was Incorjiorated November 30. 1(M)3. with a capital of $12,000. 
Thirteen months later, in January, 1905, a 100 per cent dividend was declared 
in cash. After that no dividends were paid till 1911. On July 12, 1909, the 
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stock was expanded twentyfold, i. e., the holder of each share of stock received 
19 shares additional. On this stock as thus exp nded, without new investment 
of money, dividends were paid as follows : 



1911. 
1912. 
1913. 
1914. 



Per cent. 

. 20 

. 13 

. 21 

. 6 



1915. 
1916. 
1917. 



Per cent. 

30 

. 80 

. 36 



The 1917 dividends of $86,400 was 720 per cent on the $12,000 cash originally 
paid in. 

Aside from the yard-rendering business proper, the profits of the East St. 
Louis Rendering Co. are swelled by a contract with the city of St. Louis 
extending from June 19, 1910, to December 31, 1929, by which the city of 
St. Louis delivers all dead animals dying in St. Louis to the East St. Louis 
Rendering Co. for $425 a month. A similar contract exists with the city of 
East St. Louis, which turns over all dead animals to the rendering company 
for $40 a month. This company gets all the dead animals from the National 
Stock Yards. Morris interests own 75 per cent of the stock and Swift interests 
the balance of the $240,000 capital. 

The usual complaint about the low prices allowed for dead animals was heard 
at National Stock Yards and the commission men and shippers had a still fur- 
ther grievance in that while they were obliged to take the low prices offered, 
Armour, who ships in hogs from Fort Dodge and Peoria, is not compelled to 
sell those arriving dead to the rendering company, but is allowed to develop 
the full by-product value at his own plant. 

The new stock of July 12, 1909, was issued only partially against surplus 
which accunmlated during the early years of the company's history when no 
dividends were paid. Mr. Cullen estimated that the real estate, plant, build- 
ings, machinery, and equipment are worth about $100,000. Assuming this to 
be true and allowing $20,000 for working capital, the company is overcapitalized 
twofold. 

The earnings for the last five years are as follows : 



Year. 



1913 
1914 
1915 
1916 
1917 



Amount. 



149,784.00 
34,425.03 
64,403.76 
82,936.84 
86,156.69 



Per cent on 
1240,000 cap- 
italization. 



20.7 
14.4 
20.8 
34.3 
35.9 



The total for the five years is $317;706.32. which Is but $22,506.22 in excess 
of dividends paid during the same period. The surplus December 29, 1917, was 
$67,914. The company started out for the year 1918 paying dividends at the 
rate of 48 per cent per annum. 

SITUATION AT LOTTISVILLE, NASHVILLE, AND CINCINNATI. 

A very striking illustration of the benefits of competition as compared with 
monopoly In disposing of dead nnimals is afforded by examining the situation 
at Nashville, Louisville, and Cincinnati. At Nashville, where there Is a mo- 
nopoly, the shipper receives one and a quarter cents a pound for his dead 
hogs. At Cincinnati, where there is a monopoly enforced by contract the 
shipper receives 2.6 cents a pound. At lioulsvllle, midway between Cincinnati 
and Nashville, where there Is competition between two firms, the shipper, re- 
ceives 6 cents a i)ound. At the six big markets where the monopoly of dead 
animals prevails, the ruling price allowed on dead hogs is 2f cents a pound. 

IOWA RENDERING CO. 

The Iowa Rendering Co. has a monopoly of all the dead animals at the 
Sioux City Yards, This company is capitalized at 250 shares of $100 each all 
paid in in cash. Of this capitalization Swift interests own 126 shares, one roOM 
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Mr. E^wjkXD F. S 









BeteriB? to tbt anahcifeBd. 

YoQ and llr. Ijovis F. SvrCt e&cti ovu 31 

DiTidenlF bave been inid i?- i±e cnapaqr 

JanuaJT. ]dl€L f^veasJi f^jTkieDd. 30 per c&sl. 

November. 191€L speeal drriCi^Dd^Xt pet 

Tear IdlfiL regiilar qnariEsi;- diriileMd. 3d 

April, 1917. ^eoal dirideBd. 90 per ceot. 

Januaiy. 1917. regcbir qvarterlT di iklepd. basas 30 per cent per ai^wnpm 

April, 1917, re^vlar qaarmiT mndeDd, basis 30 per cent per amnua. 

Win It be SMnsfMXfUfTj to ycm to paj fecial diridend of ^ per cent? 

Chicago, Ttt>, Jirlif i?l, J5>J7. 
Iowa Rendering Cc». capital stock tax. 

Mr. R. F. Hm&T, 

SecretatTf Tk€ Sioux City Stock Tard^ Co^ 

Siomx City. /otra. 

Dear Sm : Bepljins to jours of the ISth instant in repaid to the lovra Ren* 
dering Co.: 

If the rendering cornitany made an aTerage of 63 per cent per year for five years 
fr<Hn their rpfidering operations, it would be correct to consider the fair vafue of 
the capital stodk. as $630.00 per ^lare and make your return on this basis. 
Yours, truly, 

L. F. Swift. 
JGS:FP 

CO— LF Swift 

The foilowin^ letter from Wm. Magfvny, Swift stock yard manager at St. 
Paul, and former yard manager at Sioux City, to L. F. Swift, furnishes a good 
picture of the prosperity of the Iowa Rendering Go. : 

St. Paul Union Stocktabos Company, 

South St, Paul, 2/inii., May 7, 1917. 
Mr. LoiTis F. Swot,, 

UfUon Stockyards^ Chicago, lU. 
Deak Sis : Answering your favor of the 1st inst. relative to my stock in the 
Iowa Rendering Company at Sioux City. Inasmuch as this stock earned $116 
a share last year and is going stronger than that so far this year, I have not 
been looldng very hard for a buyer. I gave several year of work to that Instl- 
tutidn when I was in Sioux City with the idea that I would help build up some- 
thing that would be profitable to me in later years, I would therefore not care to 
dispose of my stock unless I could get enough for it so that tlie money invostoil 
in some, other direction would bring me returns somewhere near cominonsurato 
to the returns I am getting now. I have 175 shares of St Paul Union Stock- 
yards Company stock which earned last year about $2,537.50. My 37 shnros of 
Iowa Rendering Company stock earned last year $4,292.00. I will put these two 
together in an offer at $45,000.00. This offer is subject to prior sale of any part, 
and in any event will be good only until May 15th. 
Yours, respectfully, 

(Signed) Wm. Maqivny. 

St. Paul Union Stock Yabos Co. — Commission Contract. 

The big packers monopoly of dead animals is made possible through control of 
the stockyards. This Is illustrated in the following form of contract signed by 
all commission men who are permitted to operate In the St. Paul stockyards. 
This agreement, among other things, enforces the rendering monopoly. 

100785— 19— PT 2 ^11 
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Form 97. . 300 8-17 Rep. 

These articles of agreement, made and entered Into this day of , 

19 — , by and between St. Paul Union Stock Tards Co., a corporation duly 
created and organized under the laws of the State of Minnesota, hereinafter 

called the first party, as party of the one part, and , hereinafter 

called the second party, as party of the other part : 

Witnesseth, That for and in consideration of the agreements of the second 
party herein contained, the first party hereby grants permission to the second 
party to establish and conduct the business of buying and selling Uve stock at 
the yards and upon the premises of the said first party, at South St, Paul, 
Minn., and also agrees to lease to said second party office space In the Exchange 
Building of the said first party, located ia Its yards at South St. Paul, u^n 
the terms and conditions fijced and determined by the lease therefor executed 
between the parties hereto, when space shall be available. 

The second party hereby agrees to establish and conduct the business of bay- 
ing and selling live stock in the yards and upon the premises of the said first 
party at South St. Paul, Minn. 

It is agreed that all live stock consigned to, delivered to, or in possession of 
said second party may be yarded and fed by said first party, and said first party 
shall have and receive therefor the rate and price established by said first 
party. And said first party shall at all times and under all circumstances have 
the right to direct the location and pens in which any live stock may be kept at 
said stockyards. 

The said second party agrees to collect for said first party, free of exx>ense, 
all the charges of said first party for yardage and feeding, together with frei^t 
and all other charges due said first party, or for which said first party shall be 
liable or holden, upon all live stock received at the yards of said first party and 
consigned to or forwarded by said second party, or that may be turned over to 
said second party at said stockyards, whether the same is or is not consigned 
to said second party, and to promptly pay the same over to said first party 
whenever demanded, hereby agreeing to personally so promptly pay to said first 
party on demand all such sums or charges, whether collected or otherwise made 
from other parties or not. 

And the said second party hereby agrees to hold said first party harmless and 
to protect it against any and all claims that may be brought against It by rea'aon 
of loss or mixing of live stock during the hours when the pens are unlocked and 
the live stock therein contained is delivered to said second party. 

It is further agreed that all animals that may arrive dead at, or that may die 
in, the stockyards of said first party, and consigned to or in charge of said 
second party, shall be sold and disposed of as directed by the said first party, 
as to manner, price, and purchaser. 

The said second party agrees to promptly indemnify the said first party for 
any damages that may occur by reason of the said first party having accepted 
and executed the orders of the said second party, or the agents thereof, for the 
handling or delivery of live or dead animals in the stockyards of the said first 
party, or for any damages that may occur by reason of the said first party 
having delivered to the said second party, or the agents thereof, any live stock 
in said yards, authority for which delivery is based upon the representations 
or requests made by the said second party, or the agents thereof, to the said 
first party. 

The said second party hereby agrees, in conducting the said business of buying 
and selling live stock to conform to, observe, and obey all the by-laws, rules, 
regulations, and contracts of the said first party, now or hereafter made or 
promulgated, relating to, or governing the transaction of business at or through 
the stockyards of said first party. 

The said second party agrees to furnish a bond in the sum of five thousand 
($5,000.00) ^dollars for the faithful performance of this contract, with suretleB. 
all to the satisfaction of said first party, and to furnish additional bond from 
time to time whenever said provided bond shall become inadequate or unsatis- 
factory to said first party. 

It is further agreed that said second party shall begin business as herein 
stipulated on the day of , 19 — , and shall continue under this con- 
tract until the day of , 19 — , unless this contract be sooner re- 
scinded by the mutual consent of the parties hereto. And It is further ex- 
pressly agreed by the parties hereto that the said first iMurty may ewoeel thid 
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<M)ntract upon thirty (30) days' written notice, should said second party violate 
«iny of the terms hereof. 

And ;it Is further agreed t^at the said second party shall not sell nor assign 
any Interest in this contract or in the business .c^orried on thereunder without 
the written consent of the said first party indorsed hereon. 

In witness whereof the said first party has caused these presents to be signed 
by its president and attested by its secretary, and Its corporate seal to be hereto 

Affixed, and the said second party has at South St. Paul, Minn., the 

^y and date first above written. 

St. Paul Union Stock Yasds Co., 

By , President. 

Attest : 

, Secretary, 



Mr. CoiMQR. Then, leaving that and going to another question, we 
TviU oome to the question of the feeding of the animals in the stock- 
yards by the stockyard companies, and later when you come to trace 
profit you will find that there is profit and profit. There is profit, 
perhaps, of less than a cent a pound on meat, but there is many a 
profit taken between the ranch and the pound of meat, as we will 
show you. 

The Chairman. Let us go ahead with the packers. We want to 
draw some conclusions ourselves. 

Mr. Hamii/ix>n. Pardon me, Mr. Chairman, but somewhere in this 
testimony I would like to know a little about the other sources of 
profit from the rendering business. These animals go into a render- 
ing tank, and there are many products of the deaa animals besides 
the hide. I would like to get some idea of the magnitude of that 
rendering business, and if Mr. Colver does not want to state it here 
let him put it in his testimony later, so that we can get it. 

Mr. Colver. Yesj and that is what I meant a moment ago when I 
said we would put m at this point figures to show what we have on 
that subject. 

STOCKYARDS PROFrT ON HAY AND GRAIN. 

Then, one other thing: I will give some figures showing the profit 
that is made by these stockyards on the grain and hay and the feed 
of the ajnimal, and chared, of course, to ^e owner or to the producer 
of the live stock before it is sold to the packer. 

Taking Omaha, for example, the profit on 20,343 tons of hay, 
which was the amount of hay fed in those yards at Omaha during 
the year 1914; the amount collected for that amount of hay was 
$382,850.35. The cost of the hay 

Mr. Hamilton (interposing) . How much per ton does that figure 
outf 

Mr. CoiiVBR. About $17. 

Mr. Hamtlton. I think, Mr. Chairman, we can not hurry this 
hearing. I think it is impossible. 

. The Chairman. I say it is ^^ impossible." I am trying to hurry 
4is much as possible. 

Mr. Colver. That $17 is mental arithmetic You will have to 
divide 882 by 20, and that is dividing— [$18.82]. 

Mr. HAMiLriON (interposing). I do not suppose the fanner got 
over $10 or $15 a ton for his hay. 
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Mr. CoLVER. I am going to now give you the per cent and the casb 

?rofits made on the transaction, and then we will se how much it is» 
(Without repeating the figures I gave you a moment ago,* the trans- 
action was as follows: The amount that the hay was sold for was 
$382,850.85 ; the cost of the hay and the labor in handling the hay 
was $246,438.21, and the net profit remaining was $136,412.14 on the 
20,000 tons of hay, and that was a profit of 55.2 per cent net on the 
cost of the hay and the labor. 

Mr. Hamilton. All of which makes it highly important to the 
shipper to get rid of his stock as soon as possible for whatever he 
can get from the packers for his stock? 

Mr. CoLVER. Yes. The profit on the grain and feed for the year 
1914 in . the same yard, the receipts ; that is, the proceeds, was 
$208,651.47. The cost of grain and the labor in handling was 
$147,057.53, the net profit remaining of $61,593.94, which is 41.5 per 
cent profit on the cost of the grain and the labor. 

For 1915 the proceeds on 24,251 tons of hay was $449,410.35 ; the 
cost of hay and labor in handling was $262,889.68, and the profit was 
$186,520.67, and that was 70.7 per cent profit. 

Mr. Win SLOW. Gross or net? 

Mr. CoLVER. Net profit above cost and handling. 

Mr. WiNSLOW. That may be and yet not be net, which is a diflferent 
proposition. 

Mr. CoLVER. Oh, yes; but there has not been brought in any over- 
head. 

Mr. WiNSLOW. No fixed charges of any kind? 

Mr. CoLVER. No. 

Mr. WiNSLOW. Well, what was it when you got through with that? 

Mr. CoLVER. In order to arrive at that figure we would have to 
give you the net of the yard as a whole, and we could not give you 
the separated transaction. 

Mr. WiNSLOw. Take the whole business for the year. 

Mr. CoLVER. We have done that. 

Mr. WiNSLOW. What is the net profit, all charges having been 
made against it? 

Mr. CoLVER. All the charges they made against it we made against 
it; we are giving the bookkeeping as they made it. 

Mr. WiNSLOW. What is the net profit on that hay? A man would 
go up the flue the second year if he kept his books that way. 

Mr. Saunders. He would not have gone broke selling hay at 70 
per cent profit. 

The Chairman. Mr. Colver, of course your testimony is very im- 
portant. We have now given you six or seven days. We did not think 
It would require that long. We have scheduled for to-morrow, the 
next day, and the next day after that other gentlemen, and then the 
conmiittee has another subject on next Monday; and I can not tell 
you when you can resume your statement. But I will say this, that 
as soon as there is an opportunity the committee will give it to you, 
and I will advise you. 

But I would like to say this : That if you or Mr. Murdock, who are 
familiar with what the commission has done in the way of obtaining 
information, find it possible, we would like you to be present when 
these other witnesses make their statements, because we might want 
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to ask you something in connection with the statements they make as 
they go along. These other gentlemen have asked to be heard, and 
they have been requested to begin to-morrow. One of them is ex- 
Secretary Fisher and another is Mr. Burke, whom we have asked 
to be here to-morrow. 

Mr. CoLVER. I was going to ask the committee if I might not Jbe ex- 
cused next Monday and Tuesday, as I ought to go out of town on 
those days on business. 

The Chairman. We will not even take up this subject on next 
Monday, as that day will be taken up with a hearing on another bill, 
and we are not sure you can come back next Tuesday. In fact, I do 
not know whether you can come back any time next week. 

We have made arrangements by which the five big packers, as they 
are called, will begin their representations on the 20th and be heard 
during the week ; and I have notified them to that effect. 

Mr. Hamh/ton. We will not want to hear them before the commis- 
sioner concludes? 

The Chairman. That is what we want to avoid. 

Mr. Sanders. I do not think we will get through in a month. We 
iiave now a chance to get some information about the packers, and I, 
ior one, want to get it. 

STOCKYARD EARNINGS. 

Statement referred to on page 176 follows: 

PracticaUy aU the stockyard companies enjoy a handsome revenue. The 
profits are unusuaUy large. It is not uncommon for some of them, particularly 
those either wholly or partially controlled by the big packers, to realize from 
-50 to 100 per cent on the capital originally invested. 

The Milwaukee Union Stockyards, which is owned by Swift & Cd., affords 
an illustration of the big profits realized by stockyards companies. This com- 
pany was organized in October, 1905, with a capital stock of $10,000. The 
<rompany rents the yards, consisting of 11^ acres with hotel and office building, 
from the Chicago, Milwaukee & St. Paul Railroad. In 1912 it reported a sur- 
plus and undivided profits of $176,982.46. Its net earnings that year were 
^1,597.21. In 1913 its net earnings were $57,805.15. In 1914 they amounted 
to $47,996.09. In 1915 the earnings increased to a total of $70,315. In 1916 
a stock dividend of $190,000 was declared and the capital stock automatically 
lncrea.sed to $200,000, with a surplus at the close of the year of $45,050.42. 

Stockyards earnings have been so great as to enable the packers to declare 
numerous stock dividends, and by this means they have substantially increased 
the amount of their holdings in the yard companies. 

At St Joseph the Stockyards Co. was organized In 1896 with a capital stock 
of $500,000. Subsequent Increased capitalizations were: 1897, $750,000; 1899, 
^50,000 ; 1901, $150,000 ; and In 1907, $850,000. Of these Increases it Is known 
that at least the last one represents a stock dividend. 

OMAHA STOCKYARDS. 

The Union Stock Yards Co., of South Omaha, furnishes another good exam- 
ple. Of the $7,500,000 capital stock of this company, $4,300,000 represents stock 
dividends declared as follows: June, 1890, $1,800,000; July, 1893, $1,000,000; 
and June, 1903, $1,500,000. Over a million dollars of additional stock was 
issued In the form of bonuses to different packers. 

The figures of earnings of the Union Stock Yards Ck>., of Omaha, which 
follow are those furnished by the Stock Yard Co. itself to the Nebraska Rail- 
way Commission under the provisions of a State law which declares stock- 
yard companies common carriers and requires them to report to the railway 
commission. The profits shown on hay and grain sold in the yards come from 
the same source. 
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Receipts. 



S61,634.57 
91,294.ft5 
237,967.02 
2T9,721.43 
290,167.32 
425,602.12 
409.142.93 
492,988.96 
108,600; 16 
602,061.67 
416,506132 
411,201.92 
659,266.12 
664,470.56 
687,861.38 
624,863.33 
034,619.87 
784,728.68 
767.819.96 
724,866.97 
768,686.89 
816,681.94 
809,782.78 
78&,0l6-98 
854,083.27 
878,812.26 
953,936.38 
949,182.79 
977,661.77 
924,132.33 
1,060,841.60 
1,323,749.73 
1,336,^8.92 
1,676,518.00 



Expanses. 



131,179.59 
48,902.20 
63,333.30 
76,682.90 
76,930.99 
101,802.47 
114,199.34 
121,963.34 
1:09,682.08 
167,450.28 
148,399.82 
138,428.18 
163,331.24 
176,419.24 
182,595.26 
180,162.61 
184,804.30 
212,290.61 
248,950.16 
257,156.88 
287,631.30 
312,244.65 
31^,280.89 
288,996.96 
284,796.18 
324,258.4)1 
337,574.46 
314,749.15 
324,729.47 
371,180.06 

879,239.98 
412,891.24 
488,877.19 
770,683.20 



Net. 


Ofdn. 




Per cent. 


129,854.98 


48.6 


42,392.45 


46.4 


174,633.72 


73.0 


208,188.47 


72.7 


213,236.33 
323,709.65 


73.4 


70.0 


204,943.69 


72.1 


371,025:62 


75.3 


308,918.07 


68.6 


434,611.39 


72.2 


270,105.50 


64; 6 


272,773.74 


66.4 


395,934.88 


70.8 


378,056.31 


68.2 


406,266.62 


68.8 


436.701.82 


60.7 


449,715.51 


71.0 


672,438.17 


73.0 


508,864.80 


67.4 


467,700.09 


64.6 


471,066.69 


62.1 


604,437.29 


61.8 


490,501.89 


60.8 


490,0fl).97 


63.2 


569,287.09 


65.9 


564,668.81 


63.0 


616^301.93 


64.6 


634,483.64 


66.8 


652,932.30 


66.8 


552,962.27 


60.0 


701,601.58 


64.9 


901,858.49 


68.8 


847,571.73 


63.4 


796;884<.74 


6a.7 



Operat- 
ing rate. 



Per cent. 
61. S 
53. & 
27.0- 
23.S 
22.6 
24. 0' 
29.^ 
24.7 
31.4 
27.8^ 
3S.4 
33.6 
29.^ 
31.8 
31. ^ 
80.S 
29. a 
27.6 
32. 8> 
35.4 
37.9 
38.2 
39.2^ 
36. » 
34.1 
27. (^ 
35.4 
33.4 
33.4 
40.0 
35.1 
34.5 
30.6 
49.$ 



Expense Items include interest and taxes as shown by sample statetdent of 
operation for 1915, year ending November 30, 1915. 

Detailed operations, Omaha stockyards, 1915, year ending Nov, SO, 1915. 



Ewrnings items. 

Yardage $646, 641. 81 

Profit on hay 186, 520. 67 

Profit on grain 63, 393. 46 

Horse and mule depart- 
ment 31, 573. 64 

Rent 35, 901. 72 

Oar loading and switch- 
ing 96, 684. 64 

Hotel department 9,450.00 

Dipping account 6, 091. 08 

Horseshoeing shop 1,290.06 

Grease account 3, 289. 48 



1, 080, 841. 56 



Expense items, 

I^bor $119. 266. 60 

Water 22, 213. 35 

Cleaning yard 26, 279. OS 

Lost and damaged stock. 602. 62 

Traveling expenses 1, 553. 01 

Taxes and insurance, 88, 622. 73^ 

Coal and ice 731. 6T 

Electric light 1,640.28 

Advertising 19, 916. 5a 

Legal services 4, 820. 60 

Telephone and telegraph- 3, 206. 50 

Stationery 2, 688. 44 

Yard repairs 54,681.76 

Miscellaneous and dona- 
tions 5, 714. 7a 

Interest 19, 742. 57 

Blacksmith shop 270.25 

Incenerator 7. 280. 2S 



379, 239. 98 
Gain from operation 701, 601. 58 



1, 080, 841. 56 
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These large earnings have made it i)ossible to give away valuable real estate 
to the big packers; build plants for them which were subsequently sold to 
them at cost, or given to them ; give them huge blocks of stock for nothing or 
50 cents on the dollar; charge large amounts to maintenance, profit and loss, 
and new construction; give millions of dollars in new stock as a stock divi- 
dend, and yet all this time pay dividends and bond interest regularly. Owing 
to these benefactions to those interested, the earnings, with respect to amount 
of stock outstanding, show about 8 to 10 per cent on the capital stock, a goodly 
part of which, tt must be remembered, was given without money being i)ald 
therefor. 

The complaint In Nebraska Is that these earnings were wrung from shippers, 
in both good and bad years, by unjustifiably large charges for yardage and feed. 

Omaha Yard. 

profit on 20,343 tons of hat, year 1914. 

Proceeds ^ $382, 850. 35 

Cost of hay and labor hi handlliig • 246, 438.21 

Profit 136, 412. 14 

This profit Is 55.2 per cent of the cost of hay and labor. 

PROFIT ON GRAIN AND FEED. 

Proceeds $208, 651. 47 

Oofit of grain and labor In handling 147, 057. 53 

Profit 61, 593. 94 

This profit Is 41.5 per eeat of the eest of grain and labor. 

VlbStlT ON 24,2&1 TONS OF HAT, TEAR 1915. 

Proceeds $4140, 410. 35 

Cost of hay and labor In handling ^ 262, 889. 68 

Profit 188, 520. 67 

This is 70.7 per cent of the cost of the hay and labor. 

PROFIT ON GRAIN AND FEED. 

Proceeds $246, 277. 70 

Cost of grain and labor in handling 182, 884. 24 

Profit 63, 393. 46 

This Is 34.4 per cent of the cost JOt grain and labor. 

PROFIT ON 25,233 TONS OF HAT, TEAR 1916. 

Proceeds $499, 630. 43 

Cost $244, 023. 70 

Labor in handling 17, 745. 65 

261,769.35 

Net profit 237, 861. 08 

This Is 97.5 per cent on cost of hay. 

GRAIN. 

Proceeds $289, 652. 36 

Cost $202, 589. 93 

Labor in handling 2, 957. 70 

205,547.63 

Net profit 84, 104. 73 

This is 41.5 per cent on cost of grain. 
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Out of $7,496,300 capital stock now outstanding, the following stock has 
been issued for considerations other than cash payment : 

August, 1884 : For stock holdings in the Transfer Stock Yards Co., of 
Council Bluffs, Iowa $350, 000 

November, 1886: Stock bonus to Fowler Bros, and various sales of 
stock below par 233, 460 

November, 1888 : Stock donations to Swift, Armour, and Cudahy 250, 000 

June, 1890 : Stock dividend on a pro-rata basis 1, 800, 000 

July, 1893 : 25 per cent stock dividend to stockholders of record 1, 000, 000 

June, 1897 : Stock bonus to Armour & Co 750, 000 

June, 1903 : Stock dividend on a 25 per cent basis, which, figured on 
the then outstanding capital stock, would make $1,500,000. The 
uneven number Is due to the fact that fractions of shares were not 
Issued. Stockholders, however, buy fractions from each other and 
upon presentation of fractions large enough to make up an Integral 
unit, full shares are Issued to them that entitle them to all the 

back dividends 1, 479, 100 

November, 1903 : Additional stock bonus to Armour & Co 37, 800 

From 1903 to 1911 : Stock due and Issued as part of $1,500,000 stock 
dividend on fractions, as Indicated above . — 17, 200 

Total . 5, 917, 560 

Of the $1,500,000 stock dividend that has not been Issued as yet, but 
probably will be as the fractions come In 3, 700 

This gives us a total of stock Issued for considerations other 
than cash out of a total of $7,500,000 capital authorized 5, 921, 260 

T. M. SINCLAIR & CO., CEDAR RAPIDS, IOWA. 

In response to Mr. Sweet's question on page 193, Mr. Colver fur- 
nished the following: 

T. M. Sinclair & Co. was absorbed by Sulzberger & Sons Co. In 1913. A Dela- 
ware corporation, known as the Central Products Corporation, took over the 
entire stock, $100,000 preferred and $400,000 common, of T. M. Sinclair & Co. 
This holding company has 25,000 shares of common stock, all of which was 
owned by Sulzberger Sons & Co.', later Wilson & Co. (Inc.). 

The price received by the Sinclairs was 11,217 shares of the 12,217 shares of 
preferred stock of the Central Products Corporation, Wilson & Co. (Inc.) tak- 
ing the remaining 1,000 shares. This preferred stock has no voting power. 

The actual slaughtering business is still carried on by T. M. Sinclair & Co., 
the subsidiary corporation, all of whose stock is owned by Wilson & Co. (Inc.) 
through the Central Products Corporation. Members of the Sinclair family are 
still officers of T. M. Sinclair & Co., Robert S. Sinclair being now president and 
A. S. Sinclair secretary and treasurer. 
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Exhibit A. 

THE MEAT PAGKEBS IN THE SALMON-CANNING INDUSTBY, 

In order to ascertain whether any effect on price has resulted from the 
entrance of the "Big Five" Into the canned-salmon industry, the following 
exhibits have been prepared: 

I. A comparison of the price of canned salmon and the general index of food 
prices. 

II. The estimated selling prices on the different grades of salmon sold by the 
packer-controlled companies and by the other companies in 1916 and 1917. 

III. The cost of the different grades of salmon as packed by the packer-con- 
trolled companies and the independent companies in 1916 and 1917. 

IV. The costs, prices, and profits of the packer-controlled companies and of 
the independent companies*on an average of all grades for 1916 and 1917. 

V. Ck>nclusions. 

I. The salmon prices and the general index of food prices. 



Index of 
opening 
prices of 
salmon.* 



1014. 
1915. 



Index 
of food 
prioes.1 


Index of 
opening 
prices of 
salmon.* 


100 
98 


100 
85 



1916. 
1917. 




94 
166 



> Bureau of Labor's index of wholesale prices. 
* Weighted average for all grades. 

Salmon prices did not rise so rapidly during the war as did food prices 
generally. The meat packers, who had always been interesten in the salmon 
industry, extended their operations considerably in the salmon-canning indus- 
try In 1916. Although the increase in the price of salmon between 1916 and 
1917 was greater than the increase in prices generally in the same period, this 
was partly due to the fact that the opening prices, which were used in the 
index, were higher than the prices actually realized. 

II. Estimated average selling price per case of different grades of salmon, 

1916 and 1917. 



1916. 
Red 

1917. 

Red 

Pink 



Compahiee 

controlled 

by packers.! 



85.18 



7.86 
4.21 



Companies 

partially 

controlled 

by packers.* 



86.48 



8.50 
6.14 



Other 
companies 

(fir 



> Wilson and Swift. 

* OUilbmla Packing Corporation, Pacific American Fisheries, Booth Fisheries Co. 



86.37 



9.09 
6.27 



211 



212 
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The packer-controlled companies sold the same grade at lower prices thao 
the small companies in 1916 and in 1917. Although these lower prices were* 
apparently due to lower costs, it was probably not efficiency but the ability 
to get the best grades of raw fish that explained the low costs. 

III. Costs of different grades of salmon. 





Compa- 
nies con- 
trolled 
by the 
packers. 


Compa- 
nies 
partially 
controUed 
by the 
packers. 


Other • 
com- 
panies. 




Compa- 
nies con- 
trolled 
by the 
peiokers. 


Compa- 
nies 
partially 
controlled 
by the 
packers. 


Other 
com- 
panies. 


1916. 
Red 


13.91 
2.88 

2.78 
4.50 


19.71 
3.(U» 
3.52 
4.60 


14.08 
2.80 
3.27 
4.13 


1917. 
Red 


Id. 53 
4.78 
3.85 
5.91 


S4.S0 
4.06 
5.19 
5.57 


18. 5r 


IMnV, 


P»T|lc. 


418- 


Chums . , , , 


Ch^ims. 


4.58^ 


Coho 


Coho 


6.40 









The companies controlled by the packers had lower costs for three of the 
four grades i» 191T. The companies probably controlled or partially controlled 
by the packers in 1917 had lower costs for three of the other f(^ur graides. 
When the situation in 1916 is contrasted with that in 1917 it appears that the- 
smaller companies had unusually high costs in 1917., This was to some exteoft 
due to the high costs of raw fish. 

A comparison of the prices, costs, and profits of the companies owne^^ by the- 
meat packers and of other companies in 191& aiod In 1917 were as follows : 

IV. Costs, prices, and profits on aU grades of salmon. 



Ifl6. 

Average selling 

pilce 

Average cost — ... 
Average profit (net) 



Com- 
panies 
controlled 

by 
packers.! 



95.34 

4.62 

.61 



Com- 
panies 
pafttao^ 
controlled 

by 
packers.* 



$1.92 

*.06 

.86 



Com- 
panies ap- 
parently 

inde- 
pendent.' 



H4S 

3.41 



1917. 

Average selling 
price 

Avecageoost 

Average profit (net) 



Com- 
panies 
GontroUed 

^y 
packers.! 



97.26 

5.41 
224 



Com- 
panies 
pctftiaUy 
controlled 

by 
packers.* 



Com- 
panies ap- 
parent^ 

indet- 
pendeafe.^ 



97.59 
4.50 
2.92 



97. OS- 
Si. 01 



1 Wii3on-Wakeaekl group, aad Libby . McNeil <& Libby. 

* California Packing Corporation, Pacific American Fisneries Co., and the Booth Fisheries Co. 

a 32 independents. 

The conclusions to be drawn from these figures are not so valuable, because 
they represent an average of all grades. 

In 1916 the packer-controlled companies sold at a higher average price (per 
case) than the independents, but this was due to the fact that they packed a 
larger proportion of the best grade of salmon. The cost (per case) of the 
packer-controlled companies were higher; thus their profits per case were 
lower. 

in 1917 the prices charged by the pack^er-controUed companies were higher 
ttian those charged by the other companies. 

This may be explained by the fact that the packer-controlled companies 
secured and sold better grades of salmon than the other companies. 

The packer-controlled companies, however, made larger margins of profit 
than the smaller companies. They secured the better grades of fish at relatively 
low costs. 

V. Conclusions. 

Although the price of canned salmon did not rise so rapidly as food prices 
generally during the war, the increase in the price of salmon between 1016 and 
1917 was considerable. 
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The companies controlled by the "Big Five** did not sell at higher prices 
S^de for grade than the small companies in 1016 and 1017, but the packers 
probably helped to bring about the high prices charged by the small companies. 
The hi^ raw-fish costs of the independent companies in 1017 and the relatively 
small raw-fish costs of the packers Vn that year are presumptive evidence that 
the packers' operations are to some extent responsible for the higher costs of 
the small companies. 



BxHiBn B. 
Legend for chart of percentages of control in various faoiUties and induBtrie$* 



PoroMit* 
age of 

OMIfPOl 

bT"BI|f 
Five." 



Yaw or othw period. 



Meftf croup: 

Receipts of live stock at stoetyards oonferoHed by tbe '' Big Five" aa 

^compa red w ith receipts at all yards 

!Beef fefrJKeretor can 

£iv»«tocKcan 

Number of Inraiich houses operated by interstate alaiiclitami... .... . 

Interatate slaiu^ter— 

Headoicdttle. 

Headofoahres .« 

Head of sheep 

■ Head of swine ^. 

All animals nirewaisht) , 

Interstate and wooleaale local slanShter all animals (lire weight). . . . 
LaMpiodactlDn by interstate stamihterers 



} iS:?K 



Beef exports from Argentina and uragoaT. 
Average monthly stodts held by hiteratate 



LaM.. 



Dry salt 



nam 



FkodnettoB 
Ptodnetionacid 



Calf 
CM 

Belting 



Lard co=3t<xx!mL ^ 

Unrtiated ^nd-3cii: 

lYodoflUoo of cradg wetooBiwd ofl 

ProdurLoQ 'd r*f-i*A vf.\'rj-**A oiJ 

PtatoT-.-jo flf BOfcp R/x-ic from <y>tvjci«*)d cil by o«xtoci2i<wd oil 

Pro»l:ir- oc '/ rsfcrrj*-^ trs-vt * 

Fr O r i a:'-'X. of taiZrfrrl •SU'.'JiJBt.., 

Ploi-^-'-'jc 'X -ai-o--: •-^'r.*n 

Fro^ar- or ^^k^'^<. ■^•Par^M 

ftwt::<'.'.'jc '-/ CfcT-nttiC •-•.«. 

Total rwft*-- li '/et*^-. «.*. ^'' -.:«•'. , 

:? «^ Ci-'A^. xlA. jCAiUHt C,ij 



I 



JS:? 

a.o 

86.0 



82.3 
79.4 
86.0 
63.8 
73.3 
67.7 
78.6 
•67.4 

66.« 
76.4 
70.6 
60.0 
64.1 



1916. 

1916. 
1916. 
1916. 
1916. 
1916. 
1916. 
1016. 
1917. 

1016. 

1016. 
10l«. 
1016; 
1016. 



0«.f 1016. 
86.6 I 1016. 

«io , loukir. 

»1L« J 1016-17. 

■ 

43.$! Jas.l'5inr. 1^1017. 

11.1 • t»o. 

12.6 I iKe. 
44.0 Do. 

21.2 , IV^. 
0.4 ' Do. 

41.7 19I.V1C. 



€t.i 


1VU&. 


• 7.* 


101*17. 


%l,% 


1>IV17. 


».2 


IVI'/'IT. 


•'£* 


t.i^ 


•22 




• :v 




•.X 


.<•.>. 


»;-. ^ 


. ( . ' . 


• :5<j 


. f . ' . 


• :& 


*.V.4 « 



--lij:./ VA •sacMr^ is. tAVl?,V>y."-t ii V.»v*i hjucr^:^. 
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GROWTH OF FIVE PBINCIPAL PACKEBS. 



Estimated net profits. 





1904 


1912 


1913 


1914 


1915 


1916 


1917 


Armour & Co 


91,850,000 
3,850,000 


15,702,000 
8,745,000 
1,813,000 
1,326,000 
1,129,000 


$6,158,000 
9,449,000 
1,917,000 
1,364,000 
1,329,000 


$7,640,000 
9,651,000 
2,206,000 
1,209,000 
1,402,000 


$11,156,000 

23,387,000 

2,321,000 

2,464,000 

724,000 


$22,849,000 

24,195,000 

4,890,000 

5,314,000 

3,511,000 


1127,137,000 

47,236,000 

8,012,000 

8,319,000 

4,935,000 


Swift&Co 


Morris & Co 


Wilson&Co 




Cudahy Packing Co. . 


928,000 


Total 




18,715,000 


20,217,000 


22,108,000 


40,052,000 


60,759,000 


95,639,000 







I Not including South American business. 

. The profits for 1904 were taken from the report of the Bureau of Corpora- 
tions made in 1905. The profits from 1912, through 1917, are estimated by the 
commission — the method being to take the net profit as published by the sev- 
eral packers, and add thereto items such as income taxes, surplus reservesr 
excess depreciation, etc., which should not properly be deducted from net earn- 
ings. The commission believes that these figures exhibit a more accurate 
statement of the earning power of the packers than their own published 
figures, but it is not in a position to certify to these results in any way. They 
may be regarded as a minimum statement of profits. 

Sales, 
[In thousands of dollars.] 





1904 


1912 


1913 


1914 


1915 


1916 


1917 


Armour & Co 




263,307 
300,000 
134,430 


349,897 
400,000 
165,909 


354,801 
425)000 
158,983 


380,157 
500,000 
177,040 


479,969 
575,000 
219,781 
186,908 
133,961 


> 677,366 
871,270 
268,702 
225,000 


Swift & Co 


200,000 


Morris & Co 


Wilson & Co 




Oudaby PftftkiTig Co 


50,829 


90,444 


104,409 


109,121 


116,162 


184,811 






Total 












1,595,709 


2,127,245 















1 Not including South American business. 

The sales for 1904 were taken from the Bureau of Corporations report. The 
other figures are as reported by the packers without adjustment of any kind. 
As " gross sales " nowhere appear on the packers' books, the accuracy of these- 
purely statistical compilations is open to question. 

Index of growth. 



[Fiscal year 1912 taken as 100.] 
ESTIMATED NET PROFITS. 





1904 


1912 


1913 


1914 


1915 


1916 


1917 


Armour & Co 


32 
44 


100 
100 
100 
100 
100 


108 
108 
106 
103 
118 


134 
110 
122 
91 
124 


196 
267 
128 
186 
64 


401 
277 
270 
401 
311 


476 


Swift & Co 


540 


Morris &Co 


443 


Wilson & Co 




637 


Gudahy Packinir Co 


82 


437 






Total 




100 


108 


118 


214 


326 


511 
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Index of growth — Contiiiued. 

SALES. 





1904 


1912 


1913 


1914 


1915 


1910 


1917 


Armour A Co - 




100 
100 
100 
100 


133 
133 
123 
115 


135 
142 
118 
121 


144 
167 
132 
128 


182 
192 
163 
148 


219 


Swift & Go 


67 


290 


Morris & Co 


200 


Cadahy PaddngCo 


• 56 


204 






Total ; 




100 


129 


133 


149 


179 


241 









Wilson & Co. sales not available except for 1916 and 1917. 



The Chaikman. We are compelled to discontinue Mr. Colver's ex- 
amination for the present, and the committee will now stand ad- 
journed until to-morrow morning at the usual hour. 

(Thereupon, at 1 o'clock p. m., the committee adjourned until to* 
sorrow, January 9, 1919, af 10.30 o'clock a. m.) 



3 6105 117 920 038 



DATE DUE 1 
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